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International  headquarters  of  Riceland  Foods,  Stuttgart,  Ark. 


L.  C.Carter,  President,  displays  the  cooperative's  pennant  showing  new  name  and  logo  in  1970. 


Chapter  I 

A  NEW  NAME:  RICELAND  FOODS 


In  celebrating  our  Fiftieth 
Anniversary,  we  can  point 
to  areas  of  progress  which 
underscore  the  success 
of  the  past  and  which 
will  assure  our  continued 
growth  in  the  future. 

L.  C.  Carter,  president, 
Riceland  Foods 


WHAT'S  IN  A  NAME 

By  1970,  Riceland  Foods  had  outgrown  its  original 
name,  The  Arkansas  Rice  Growers  Cooperative 
Association.  No  longer  could  the  cooperative  be 
considered  an  intrastate  operation,  for  its 
products  were  being  sold  in  major  U.S.  markets 
as  well  as  in  100  other  countries  overseas.  Its  sales 
volume  in  the  hundreds  of  millions  of  dollars 
ranked  it  midway  among  the  top  500  U.S. 
industrial  firms  listed  by  Fortune. 

No  longer  were  rice  growers  its  only  members; 
in  fact,  its  20,000  soybean  grower-members 
outnumbered  rice  growers  four  to  one.  Nor  were 
the  members  merely  growers  of  crops,  for  through 
their  cooperative,  they  had  become  innovative 
manufacturers  of  processed  foods,  feedstuffs, 
and  industrial  products. 

In  50  years,  the  small  association  of  farmers 
in  Stuttgart,  Ark.,  had  developed  into  a  complex 
organization  comprising  a  network  of  22  drier 
divisions  and  3  processing  divisions.  All  these 
units  are  linked  together  with  a  structural 
flexibility  that  promises  to  permit  indefinite 
expansion  in  the  future. 

Further  growth  in  membership  can  be  expected 
because  Riceland  Foods  has  accomplished  all 
these  changes  for  the  benefit  of  its  grower- 
members.  Evidence  of  Riceland  Foods'  superior 
service  to  grower-members  appears  in  its  record 


of  payments  to  them  for  rice  and  soybeans. 
Riceland  Foods  paid  its  members  an  average  of 
40  cents  more  for  each  hundredweight  of  rice 
it  marketed  during  the  past  three  decades  than 
the  average  price  received  by  all  U.S.  rice  growers. 
Similarly,  soybean  grower-members  received  an 
average  of  35  cents  more  for  each  bushel 
marketed  through  Riceland  Foods  than  all  U.S. 
growers  received  on  average  for  the  past  decade. 

OCCASION  FOR  CHANGE 

Debate  about  a  name  change  for  The  Arkansas 
Rice  Growers  Cooperative  Association  had  been 
going  on  as  early  as  1929,  and  in  1953  a  name 
change  was  the  parting  recommendation  of  the 
cooperative's  president.  This  discussion  continued 
among  the  members.  Market  studies,  opinion 
polls,  and  conversations  with  tradesmen  and 
consumers  supported  management's  conviction 
that  a  name  change  was  necessary  and  that 
Riceland  Foods  was  the  appropriate  one. 

The  debate  was  finally  resolved  in  time  to 
publicize  it  at  the  1970  annual  meeting,  when 
the  cooperative  celebrated  its  golden  anniversary. 
The  purpose  of  the  cooperative  would  remain 
unchanged,  namely  to  improve  income  of  grower- 
members  through  processing  and  orderly 
marketing  of  their  crops,  but  its  new  name  would 
identify  it  as  a  nationally  known  producer  of 
quality  food  products.  Consequently,  L.  C.  Carter, 
then  executive  vice  president  and  general 
manager,  wrote: 

On  August  1 , 1970,  we  adopted  the  trade  name, 
RICFLAND  FOODS.  This  name  identifies  all  of 
the  organizations  as  one  enterprise  dedicated 
to  processing  and  marketing  farm  products, 
as  efficiently  as  possible.  On  September  3,  1970, 
we  dedicated  a  modern  new  headquarters 
building  in  Stuttgart.1  (See  References  at  end  of 
text.) 

Technically,  Riceland  Foods  is  the  trademark 
of  The  Arkansas  Rice  Growers  Cooperative 
Association.  But  as  a  trademark,  it  is  the  familiar 
name  for  all  of  the  cooperative's  divisions: 
The  Arkansas  Rice  Growers  Cooperative 
Association,  Riceland  Foods,  Inc.  (formerly 
The  Arkansas  Grain  Corporation),  Riceland 
Foods  Seed  Division,  Inc.,  and  the  22  locally 
named  drier  cooperatives  serving  farmers  in 


FIGURE  1.  LOCATIONS  OF  RICELAND  FOODS  DRIER  DIVISIONS 


eastern  Arkansas,  northeastern  Louisiana,  Missouri, 
and  Mississippi.  Figure  1  shows  the  location  and 
date  of  incorporation  of  each  drier  division.  Each 
cooperative  has  its  own  board  of  directors 
and  operates  as  a  separate  division,  but  looks 
to  the  central  management  of  Riceland  Foods  at 
the  Stuttgart  headquarters  for  coordinated 
leadership  of  the  entirely  farmer-owned  coopera- 
tive complex. 

The  metamorphosis  of  a  small  group  of 
Arkansas  farmers  into  Riceland  Foods,  a  leading 
U.S.  food  manufacturer,  is  symbolized  by  the 
modern  headquarters  in  Stuttgart,  Ark.  The 
graceful  lines  of  this  multimillion  dollar  building, 
enhanced  by  polished  white  concrete  trim,  are  set 
off  by  a  20-acre  landscaped  park  with  a  miniature 
lake,  a  sculptured  fountain,  pollarded  trees,  and 
patterned  flowerbeds.  Its  56,000-square  foot 
interior  houses  executive  offices,  a  100-seat 
auditorium,  a  large  sunken  reception  area,  as 
well  as  offices  along  the  west  and  east  sides  of 
the  building  for  the  Rice  and  Soybean  Divisions. 
The  central  area  houses  functional  staff  operations 
and  the  newest  third-generation  computer  that 
serve  the  entire  complex. 

SALES  GROWTH 

Management  and  staff  at  headquarters 
accomplish  three  broad  managerial  tasks,  all 
designed  to  improve  grower-member  income. 
First,  they  give  overall  direction  to  the  local 
drier  divisions  as  they  receive,  dry,  store,  and 
ship  grains  to  the  Riceland  Foods  processing 
plants.  Second,  they  direct  the  managers  of 
processing  operations  to  ensure  a  high  level  of 
quality  and  a  smooth  balance  between  goods 
being  produced  and  those  being  sold.  Third, 
they  pursue  a  policy  of  aggressive,  orderly 
marketing  of  the  whole  array  of  products 
manufactured  from  grains  delivered  by  grower- 
members. 

Their  success  in  these  three  functions  has 
transformed  the  cooperative  from  the  status 
of  a  small  local  cooperative  into  one  with 
manufacturing  capabilities  and  marketing 
dimensions  that  are  international  in  stature. 
Riceland  Foods'  sales  have  risen  over  a 
hundredfold  from  $5  million  in  the  midforties  to 


more  than  $563  million  in  the  midseventies. 
Figure  2  and  table  1  display  the  sales  history  of 
Riceland  Foods  for  the  post- World  War  II 
period.  During  this  time  rice  sales  grew  steadily. 
Nonetheless,  they  were  dramatically  overtaken 
and  surpassed  by  sales  of  soybeans  and  soy- 
bean products  introduced  in  the  late  1950's. 

Processing  and  marketing  the  mountainous 
volume  of  members'  grains  has  been  the 
challenging  task  each  year.  To  help  build  a 
reputation  of  quality  and  reliability  among  its 
many  domestic  and  foreign  purchasers,  the 
cooperative  had  chosen  a  name  that  could  be 
easily  recalled  by  importers,  brokers,  chainstore 
executives,  and  consumers.  The  name  possessed 
a  tested  marketing  appeal,  and  by  its  adoption, 
Riceland  Foods  joined  the  ranks  of  other 
distinguished  cooperatives,  such  as  Sunkist, 
Land  O'Lakes,  Ocean  Spray,  and  others  whose 
names  had  become  household  words. 

EXPORTS 

Riceland  Foods  has  been  vigorous  in  promoting 
export  sales.  Roughly  half  of  its  production  is 
exported  in  processed  forms,  such  as  brown 
rice,  clean  rice,  soybean  meal,  and  soybean  oil. 
In  recognition  of  Riceland  Foods'  export  achieve- 
ments, the  cooperative  earned  the  Presidential 
"E"  in  1964  for  its  generation  of  commercial 
exports  of  soybean  products,  and  the  added  honor 
of  a  Presidential  "E  Star"  in  1970  for  "outstanding 
efforts  to  promote  the  sales  of  U.S.  products 
abroad  and  for  continued  superior  performance 
in  foreign  market  activities."  Of  the  dozen 
businesses  to  be  so  honored  by  the  President  of 
the  United  States  in  1970,  Riceland  Foods  was  the 
sole  agricultural  industry,  and  the  only  industry 
from  Arkansas. 

FACILITIES  EXPANSION 

Such  a  rapid  expansion  of  sales  called  for  an 
equally  rapid  buildup  in  facilities  to  store,  process, 
and  market  the  grain.  With  capital  derived  in 
part  from  retained  savings  and  in  part  from 
loans  made  by  the  St.  Louis  Bank  for  Cooperatives, 
grower-members  through  their  management  team 
developed  the  physical  assets  of  their  cooperative 


FIGURE  2.  RICELAND  FOODS  SALES 
($  Millions) 
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divisions.  These  facilities,  with  2,000  employees, 
include  4  rice  mills,  3  soybean  processing  plants, 
a  hydrogenation  plant,  a  rice  parboiling  plant,  a 
soybean  oil  cannery,  22  driers,  and  twice  as 
many  satellite  storage  facilities — all  with  a  storage 
capacity  in  excess  of  70  million  bushels  of  grain. 

Figure  3  and  table  2  portray  the  growth  of 
Riceland  Foods  in  terms  of  asset  book  value 
(original  cost  less  depreciation)  for  the  Rice  and 
Soybean  Divisions  as  well  as  for  the  whole 
cooperative  including  local  driers.  Total  asset 
value  increased  a  hundredfold  from  less 
than  $500,000  in  1945  to  $50  million  in  the 
mid-1970's.  The  original  cost  of  these  assets 
was  $100  million;  with  prevailing  inflationary 
trends,  the  replacement  value  of  these  assets, 
$185  million,  is  appreciably  higher.  The 
assets  of  the  Rice  Division  advanced  steadily 
from  $400,000  to  $10.8  million  during  the  past 
30  years,  while  the  asset  value  of  the  Soybean 
Division  multiplied  more  rapidly  in  half  the  time 
span — from  zero  in  1958  to  more  than  $21  million 
in  1974. 

Riceland  Foods  has  amassed  these  valuable 
assets  through  the  earnest  efforts  of  grower- 
members.  They  have  built  their  own  local  drier 
divisions  to  serve  their  drying  and  storage  needs, 
and  have  contributed  their  share  to  building  the 
processing  facilities.  Because  each  drier  division 
and  processing  division  is  structured  as  a  separate 
cooperative,  a  grower  may  be  a  member  of  four 
divisions:  his  local,  and  three  processing- 
marketing  divisions  for  rice,  soybeans,  and  seeds. 
Riceland  Foods  encompasses  all  of  the  drier  and 
processing  divisions.  Figure  4  presents  a  graphic 
depiction  of  the  differing  relations  of  the  grower 
to  the  components  of  Riceland  Foods.  Flows  of 
products,  money,  and  patronage  refunds  have 
different  patterns.  Local  driers  receive  grain  from 
growers,  but  because  Riceland  Foods  is  a 
centralized  cooperative,  growers  receive  their 
payments  directly  from  the  central  headquarters. 
Grower-members  pay  their  local  driers  for 
receiving  and  drying  grain,  but  storage  payments 
are  made  to  local  driers  by  Riceland  Foods' 
marketing  divisions.  Savings  at  year-end  from 
local  drier  operations,  or  from  central  marketing 
divisions,  are  returned  to  the  growers. 

Each  of  the  22  drier  divisions  is  treated  equally, 


TABLE  1 — SALES  OF  RICE  AND  GRAIN, 
RICELAND  FOODS  PROCESSING  AND  DRIER  DIVISIONS 


Sales  Tota| 

Crop  year  (includes  local 

R'ce  Grain  d ri e r  income) 


1944 

$  5,433,356 

— 

$  5,433,356 

1945 

4,217,852 

— 

4,273,292 

1946 

8,965,373 

— 

9,316,333 

1947 

14,545,618 

14,975,190 

1948 

17,615,324 

18,591,769 

1949 

15,377,659 

— 

16,422,577 

1950 

15,928,737 

— 

16,858,841 

1951 

19,016,200 

— 

20,172,629 

1952 

25,254,106 

26,586,375 

1953 

27,564,811 

29,296,668 

1954 

29,375,491 

— 

31,408,519 

1955 

30,560,781 

— 

32,704,157 

1956 

31,455,308 

— 

33,602,710 

1957 

29,349,402 

31,223,761 

1958 

29,116,544 

$  3,324,980 

34,598,399 

1959 

37,671,596 

11,557,310 

52,586,848 

1960 

39,993,294 

16,903,403 

60,461,236 

1961 

42,380,450 

23,618,874 

69,444,714 

1962 

49,595,322 

34,508,126 

88,601,727 

1963 

56,581,778 

39,052,198 

100,993,860 

1964 

55,870,374 

53,274,148 

114,960,268 

1965 

54,819,583 

84,702,395 

145,613,366 

1966 

62,869,394 

98,219,157 

168,247,984 

1967 

66,512,148 

111,131,506 

185,756,762 

1968 

74,378,753 

89,108,438 

172,043,437 

1969 

83,427,651 

102,359,270 

194,556,125 

1970 

71,014,929 

126,328,844 

205,753,336 

1971 

82,530,034 

133,458,907 

225,204,958 

1972 

96,278,152 

159,511,278 

265,371,380 

1973 

210,800,000 

337,500,000 

563,700,000 

FIGURE  3. 

RICELAND  FOODS  VALUE  OF  ASSETS 
(Cost  Less  Depreciation  —  $  Millions) 
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although  each  has  its  own  distinctive  history  and 
characteristic  traits.  Management  favors  only 
the  local  that  happens  to  be  most  troubled  at  any 
given  time.  And  troubles  vary  widely.  In  1966,  the 
Corning  Drier  facilities  were  partially  destroyed 
by  175-millimeter  howitzer  shells  from  an 
exploding  ammunition  train  rolling  by  its 
elevators.  And  the  Jonesboro  Drier  Division 
survived  tornadoes  in  1968  and  1973  that  laid 
low  a  large  section  of  the  town.  Every  few  years, 
floodwaters  from  the  Mississippi  River  rise  up, 
threatening  to  wash  away  the  levees  that  protect 
the  Helena  processing  facilities.  Troubles  are  not 
always  disastrous  in  form.  The  Tuckerman 
Division  received  the  careful  attention  of 
management  for  years  as  it  struggled,  at  times 
with  seeming  hopelessness,  to  free  itself  from 
debt.  When  it  succeeded  in  the  mid-1970's, 
Riceland  Foods'  management  rejoiced  as  much 
as  did  the  local  itself.  When  the  cotton  growers 
in  the  McGehee  area  switched  from  cotton 
cultivation  to  rice  growing  to  form  a  local  drier 
division,  Riceland  Foods'  field  service  manage- 
ment worked  closely  with  them  to  rid  their 
rice  of  seeds  and  weeds  that  lowered  its 
quality  and  consequently  growers'  income. 


FORMATION  OF  A  LOCAL  DRIER  DIVISION 

Events  leading  to  the  formation  of  each  local 
drier  division  were  different.  However,  relating 
how  one  division  was  formed  may  explain 
Riceland  Foods'  continuing  appeal  to  Arkansas 
farmers.  It  may  also  clarify  the  cooperative's 
modular  organization,  which  permits  smooth 
geographic  expansion. 

Farmers  situated  within  a  long  strip  of  land 
along  the  Arkansas  River  Valley,  stretching  across 
Conway,  Faulkner,  Pope,  and  Perry  Counties, 
wanted  their  own  local  drier  division.  They  were 
welcomed  as  members  of  existing  driers  in 
accordance  with   Riceland   Foods'  open 
membership  policy,  but  the  nearest  drier  for 
some  farmers  was  75  miles  away.  They  insisted 
they  needed  a  drier  closer  to  their  farms. 
Management  of  Riceland  Foods  appeared 
reluctant  to  form  a  new  local  because  the 
growers'  periodic  proposals  during  the  1960's  did 


TABLE  2— ASSETS  AT  BOOK  VALUE 
(COST  LESS  DEPRECIATION) 


Assets  Total 

Crop  year    (includes  drier 

Rice  Grain  divisions) 


1944 

$  388,600 

— 

$  388,600 

1945 

602,030 

— 

1,087,490 

1946 

884,609 

— 

2,648,065 

1947 

1,144,760 

— 

3,910,674 

1  QAR 

i  y^o 

1  ,JOZ,  1  /o 

1949 

1,546,001 



5,749,416 

1950 

1,480,215 

— 

6,199,598 

1951 

1,544,189 

— 

6,455,948 

1952 

1,887,650 

— 
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1955 
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1956 

3,788,269 
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1957 

3,177,714 

11,588,040 

1958 

8,064,288 
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1959 
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1960 

3,245,128 

4,332,834 

22,082,467 

1961 

3,221,299 

4,788,033 

22,645,004 

1962 

4,300,846 

7,584,828 

26,384,395 

1963 

5,081,653 

13,544,930 

35,353,707 

1964 

6,124,194 

13,683,060 

37,033,047 

1965 

6,571,635 

13,132,116 

39,017,262 

1966 

6,701,279 

14,255,322 

42,181,707 

1967 

7,747,263 

15,620,341 

47,108,021 

1968 

8,679,478 

18,094,913 

49,983,748 

1969 

9,699,681 

18,278,578 

49,839,379 

1970 

9,842,366 

17,378,076 

47,950,804 

1971 

8,502,961 

19,012,245 

48,026,848 

1972 

9,374,714 

18,753,768 

48,637,012 

1973 

10,800,000 

21,200,000 

55,700,000 

FIGURE  4.    RICELAND  FOODS 
INTRA-COOPERATIVE  PRODUCT,  MONEY, 
AND  PATRONAGE  REFUND  FLOWS 
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not  seem  feasible,  and  they  had  difficulty  selecting 
a  site  agreeable  to  all. 

Their  enthusiasm  for  their  own  drier  division 
did  not  dampen  easily.  In  1971,  James  Mason, 
Riceland  Foods'. vice  president,  rekindled  their 
drive  with  a  talk  he  delivered  to  the  Conway 
Rotary  Club  on  marketing  agricultural  commodi- 
ties. Once  again  a  committee  was  formed.  By 
persistent  efforts,  they  pulled  together  three 
clusters  of  farmers  from  different  locations,  none 
of  which  could  maintain  a  drier  at  efficient 
operating  levels.  Early  in  1973,  working  in  con- 
junction with  Riceland  Foods'  management,  they 
arrived  at  a  compromise  solution.  They  would 
have  two  sites,  one  at  Conway  where  facilities 
could  be  leased  and  one  at  Blackwell  where  they 
could  be  constructed. 

Early  in  its  expansion  phase  in  the  1940's, 
Riceland  Foods  realized  it  could  not  participate 
in  financing  local  drier  construction  at  the  rate 
growers  wanted  to  form  locals.  The  optimal 
solution  was  to  help  local  drier  divisions  borrow 
from  the  bank  for  cooperatives.  Accordingly, 
Riceland  Foods  offered  to  help  Conway  growers 
raise  half  the  needed  $300,000  for  construction 
by  getting  a  loan  from  the  St.  Louis  Bank  for 
Cooperatives,  if  they  could  raise  the  other  half.  To 
raise  their  share  of  the  funds,  growers  purchased 
one  share  of  preferred  stock  at  $7.50  for  each 
acre  of  land  on  which  they  intended  to  grow 
soybeans  for  marketing  through  the  cooperative. 
Within  3  weeks,  these  growers  raised  $160,000, 
buying  stock  for  soybean  acreage  ranging  in  size 
from  10  to  1,200  acres  and  averaging  284  acres. 

At  8  o'clock  on  April  16, 1973,  nine  growers, 
designated  as  incorporators,  and  35  grower- 
members  met  at  Morrilton,  the  Conway  County 
seat.  They  adopted  Riceland  Foods'  standard 
articles  of  association  and  bylaws  and  formally 
incorporated  the  20th  drier  division  of  Riceland 
Foods.  (See  appendixes  for  copies  of  legal 
documents.) 

Since  the  Arkansas  River  Valley  local  was 
incorporated,  a  change  was  made  in  the  articles 
of  association  and  bylaws  for  all  Riceland  Foods' 
divisions.  Growers  now  purchase  a  combination 
of  registered  notes  and  delivery  debentures 
instead  of  preferred  stock.  The  notes  carry  the 
same  delivery  privileges  as  did  the  preferred 


stock,  have  a  due  date,  and  pay  6  percent.  Savings 
are  paid  out  in  cash  (at  least  20  percent)  and 
certificates  of  equity.  These  certificates  pay  4 
percent  interest,  if  earned  and  declared,  and  are 
redeemed  by  the  cooperative  in  about 
10  years. 

Incorporators  adopted  the  name  of  the  Arkan- 
sas River  Valley  Grain  Drying  Cooperative  and 
chose  Conway  as  the  principal  place  of  business. 
They  decided  on  a  board  of  directors  of  seven 
members  whose  terms  would  have  staggered 
expiration  dates. 

Without  delay  the  new  board  of  directors 
began  its  first  task — election  of  officers.  After 
secret  ballots  were  cast  and  counted  for  the 
offices  of  president  and  vice  president,  it  came 
time  to  elect  an  executive  vice  president  and 
general  manager.  One  member  moved  that  L.  C. 
Carter  be  elected  to  this  office  by  general  accla- 
mation; the  board  had  no  hesitancy  in  carrying 
the  motion.  Leland  Carle,  treasurer  of  Riceland 
Foods,  was  elected  by  acclamation  also  as  the 
local's  secretary-treasurer.  Then  Emmet  Torian, 
the  new  president,  took  on  the  mantle  of 


authority,  and  the  young  cooperative  held  its  first 
directors  meeting. 

It  was  after  midnight  when  the  assembled 
members  completed  their  work  and  moved  to 
adjourn.  They  returned  home  filled  with  justified 
pride  in  their  achievement  and  a  sense  of  elation 
at  witnessing  the  birth  of  their  cooperative.  The 
management  team  from  Riceland  Foods'  head- 
quarters returned  to  Stuttgart  with  the  feeling  of 
satisfaction  that  they  had  guided  the  20th  local 
drier  into  the  Riceland  Foods  family.  They  realized 
from  their  experience  with  other  locals  that  it 
would  take  time  to  shape  it  into  a  smoothly 
functioning  organization.  For  example,  growers 
generally  need  about  2  years  to  adapt  to  the 
routines  of  the  cooperative.  And  it  may  require 
as  long  as  4  years  before  drier  facilities  work 
efficiently  and  the  manager  and  board  of  directors 
make  an  effective  team.  Some  senior  members 
of  Riceland  Foods  could  personally  recall  that  the 
original  local  at  Stuttgart  took  nearly  the  whole 
decade  of  the  1920's  to  get  on  its  feet  and 
another  decade  to  free  itself  from  the  burden  of 
early  debts. 
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L.  C.  Carter,  President,  and  management  team  meet  informally  with  grower-members  of  local  drier  divisions  at  annual  meeting. 


HISTORICAL  LANDMARKS 
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1921 — Organization,  September  23 
1926 — Reorganization,  February  15 
1928 — Purchase  of  rice  mill  at  Stuttgart 
1939 — Purchase  of  rice  mill  at  Jonesboro 
1944 — First  combine  harvesting  of  rice 

First  artificial  drying  of  rice 

First  bulk  storage  of  rice 
1946 — Introduction  of  consumer  packages  of  rice  under  Riceland  label 
1958 — Initial  marketing  of  soybeans 
1961 — Initial  parboil  processing  of  rice 

Startup  of  soybean  processing  plant  at  Stuttgart 
1965 — Startup  of  soybean  processing  plant  at  Helena 
1967 — Startup  of  oil  canning  plant  in  New  Orleans,  La. 

1970 —  Opening  of  new  central  offices  at  Stuttgart 

1971 —  Introduction  of  Chefway  label  products,  September 

1974 — Use  of  rice  hulls  as  fuel,  and  resultant  ashes  sold  as  byproduct 


INCORPORATION  DATES  OF  DRIER  DIVISIONS 


Town 

Ua.x%z  01  incorporation 

Stuttgart 

June  9, 1944 

Jonesboro 

February  26, 1945 

Lonoke 

May  28, 1945 

Wheatley 

May  30, 1945 

Hickory  Ridge 

March  4, 1946  j 

Fair  Oaks 

December  15, 1947 

Weiner 

December  15, 1947 

McGehee 

March  15, 1948 

Hazen 

March  6, 1950 

Des  Arc 

March  10,  1950 

Dumas 

April  30, 1951 

Marianna 

May  29,  1952 

Corning 

March  27, 1954 

Parkin 

April  10, 1954 

Tuckerman 

September  14, 1959 

Bradford 

May  18, 1961 

Elaine 

April  20, 1963 

Marked  Tree 

May  6, 1963 

Clarksdale,  Miss. 

August  31, 1971 

Conway 

May  2, 1973 

Hope 

October  24, 1973 

Eudora 

March  4, 1974 

Source:  Headquarters  Office — Rice! and  Foods 
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Riceland  Foods  acquired  the  Stuttgart  Rice  Mill  Co.  in  the  1920's  and  housed  its  offices  there. 


Chapter  II 

A  TROUBLED  INFANCY 


/  was  born  in  a  kingdom, 

Raised  in  an  Empire 

Attained  manhood  in  a  Territory, 

Am  now  a  citizen  of  a  State 

And  have  never  been  100  miles  from 

where  I  now  live 

Epitaph  of  John  Patterson, 
First  Caucasian  born  in  Arkansas 


FROM  FOREST  TO  FARMLAND 

Arkansas  was  destined  to  become  a  major  rice 
producer  for  American  and  foreign  markets.  And 
grower-members  of  Riceland  Foods  played  a 
significant  role  in  Arkansas'  achievement.  Yet  at 
the  outset  of  their  separate  histories,  neither 
Arkansas  nor  Riceland  Foods  looked  promising  in 
their  appointed  roles  as  rice  suppliers  to  the 
world. 

Rice  was  not  native  to  Arkansas  in  1541  when 
Hernando  de  Soto,  the  Spanish  explorer- 
conquistador,  first  pushed  across  the  Mississippi 
River  to  Sunflower  Landing,  20  miles  south  of 
present-day  Helena.  He  claimed  the  Arkansas 
Territory  for  the  King  of  Spain,  but  the  first 
permanent  settlement,  apart  from  American 
Indians,  did  not  exist  until  a  century  and  a  half 
later.  In  1686,  the  French  soldier  of  fortune, 
Henri  de  Tonti,  set  up  the  first  "town"  at  Arkansas 
Post.  One  hundred  years  later  it  was  still  not 
much  more  than  an  outpost  with  little  of  its 
agricultural  destiny  revealed.  Here  is  how  a 
British  Captain,  Philip  Pittman,  described  it: 

.  .  .  The  fort  stands  about  200  yards  from  the 
waterside  and  is  garrisoned  by  a  captain,  a 
lieutenant,  and  30  French  soldiers,  including 
sergeants  and  corporals.  There  are  eight  houses 
without  the  fort,  occupied  by  as  many  families 
. .  .  These  people  subsist  mostly  by  hunting,  and 
every  season  send  to  New  Orleans  great  quantities 
of  bear's  oil,  tallow,  salted  buffalo  meat  and  a 
few  skins.2 


Until  control  of  the  territory  shifted  from  the 
French  Empire  to  the  United  States  through  the 
Louisiana  Purchase  in  1803  during  the  presidency 
of  Thomas  Jefferson,  little  agricultural  develop- 
ment had  taken  place.  Thomas  Nuttall,  a  largely 
self-taught  botanist  and  an  English  expatriate, 
made  many  perceptive  observations  and  accurate 
predictions  about  the  region.  He  appraised  the 
task  of  agricultural  development  as  a  challenging 
one. 

On  this  (north)  side  of  Arkansas  the  floods 
cover  the  whole  intermediate  space  to  White 
River,  a  distance  of  30  miles.  Within  this  tract, 
cultivation  can  never  take  place  without  recourse 
to  the  same  industry,  which  has  redeemed  Holland 
from  the  ocean.3 

After  acquisition  from  Napoleon,  however, 
Arkansas  began  to  change  profoundly.  Along 
with  political  autonomy  achieved  through 
statehood  in  1836  came  economic  development 
through  successive  waves  of  agribusiness  activities 
that  ultimately  plowed  the  way  for  rice  cultivation. 

First,  with  the  penetration  of  railroads,  stands 
of  excellent  timber  were  felled  over  increasingly 
wide  areas  to  supply  the  growing  population  in 
the  East.  By  1826,  Helena  had  developed  saw 
milling  operations  that  grew  steadily  until,  at  the 
turn  of  the  century,  production  reached  an 
annual  peak  of  2.1  billion  board  feet.  Abundance 
of  lumber  supplies  stimulated  cooperage, 
furniture  making,  and  manufacturing  of  fine 
flooring.  In  those  pre-ecology-minded  days, 
lumbering  operations  were  not  constrained  by 
reforestation  practices.  Trees  were  cut  down, 
hauled  away  to  sawmills,  and  the  land  was  left 
denuded.  Today,  vestiges  of  Arkansas  forests  are 
recalled  by  the  names  of  towns  where  Riceland 
Foods  has  drying  and  storage  facilities,  such  as 
Fair  Oaks,  Hickory  Ridge,  Holly  Grove,  Poplar 
Bluff,  and  Walnut  Ridge. 

Growers  of  cotton  were  happy  to  find  the 
forbidding  forests  cleared  and  the  field  ready  for 
cultivation.  Arkansas'  rich  soil  and  hot,  humid 
climate  provided  ideal  conditions  for  cotton 
growing.  Sharecroppers  and  wealthy  growers 
cultivated  cotton  in  good  years  and  bad 
throughout  the  19th  century.  However,  at  the 


turn  of  the  20th  century,  the  Mexican  boll  weevil 
attacked  cotton  crops  in  the  neighboring  states 
of  Texas  and  Louisiana.  Due  to  the  imminent 
danger  this  posed  for  Arkansas  cotton  growers, 
many  then  turned  to  rice  cultivation.  The  switch 
from  cotton  to  rice  was  urged  by  Seaman  Knapp 
of  the  USDA,  who  returned  from  a  trip  to  Japan 
with  a  short-grained  rice  strain  suitable  for  the 
drier  climates  of  the  South.4 

ARKANSAS  BECOMES  A  RICE  PRODUCER 

In  the  20th  century  a  new  wave  of  rice  cultivation 
began  to  sweep  over  Eastern  Arkansas'  Grand 
Prairie,  owing  much  to  the  persistent  innovative 
spirit  of  William  H.  Fuller.  Rice  had  been 
experimented  with  on  a  small  scale  in  the  19th 
century,  which  prompted  the  prescient  botanist, 
Thomas  Nuttall,  to  predict  Arkansas'  future 
success  in  rice  cultivation  even  before  cotton 
began  its  reign  in  Arkansas: 

Amongst  other  kinds  of  grain,  rice  has  been 
tried  on  a  small  scale,  and  found  to  answer  every 
expectation.  The  price  of  this  grain,  brought  from 
New  Orleans,  was  no  less  than  25  to  371/2  cents 
per  lb.  by  retail.  Under  the  influence  of  a  climate 
mild  as  south  Europe,  and  a  soil  equal  to  that  of 
Kentucky,  wealth  will  ere  long  flow,  no  doubt,  to 
the  banks  of  Arkansas.5 

Nuttall's  prophecy  was  true.  The  soil  of 
Arkansas'  Grand  Prairie,  a  silt  loam  of  stiff  blue 
clay  with  an  impervious  layer  4  to  6  inches 
under  the  surface,  is  ideal  for  rice  cultivation. 
This  heavy  clay  layer,  familiarly  known  as  "hard 
pan"  or  "plow  pan,"  does  not  easily  break  up 
under  an  ordinary  plow  and  holds  water 
covering  rice  plant  roots  in  a  pool  behind  low 
levees  arduously  shaped  from  the  same  heavy 
cla\ . 

Fulfillment  of  Thomas  Nuttall's  prediction  of 
rice  cultivation  "ere  long"  was  delayed  almost  a 
century  and  might  have  been  delayed  further  but 
for  a  chance  hunting  holiday  W.  H.  Fuller  spent 
in  Louisiana  just  before  the  turn  of  the  century. 
There,  he  was  introduced  to  rice  cultivation  by  the 
cotton  growers.  Impressed  by  its  potential  for 
Arkansas  agriculture,  Fuller  planted  3  experi- 


mental acres  of  rice  on  his  return  to  Arkansas. 
Total  failure  resulted,  principally  because  of 
irrigation  pump  breakdown.  Realizing  he  needed 
to  learn  more  about  rice  cultivation,  he  returned 
to  Crowley,  Louisiana,  where  for  5  years  he 
studied  the  rice-growing  techniques  of  local 
farmers.  During  this  sojourn,  he  kept  in  contact 
with  his  former,  and  future,  Arkansas  farm 
neighbors,  and  his  confidence,  born  of  his  newly 
acquired  expertise,  was  infectious.  He  needed 
$1,000  to  dig  a  150-foot  well  and  to  buy  a  good 
irrigation  pump.  His  neighbors  from  Hazen, 
Carlisle,  and  vicinity  pooled  their  wealth  and 
raised  the  money  for  him.6  Their  act  was  a  vote 
of  confidence  and  a  challenge.  According  to  their 
agreement  with  him,  if  he  could  raise  35  bushels 
of  rice  an  acre,  he  would  not  have  to  repay  the 
$1,000.  In  the  spring  of  1904,  he  planted  70  acres 
of  rice.  At  harvesttime  he  counted  a  yield  of 
5,225  bushels  or  nearly  75  bushels  an  acre.  His 
neighbors  lost  their  $1,000,  but  were  won  over  to 
the  merits  of  rice  cultivation. 

Fuller  saw  rice  cultivation  in  Arkansas  expand 
each  year.  Shortly  before  his  death  in  1920, 
Arkansas  harvested  a  crop  of  8,575,000  bushels 
of  rice  from  175,000  acres.  John  Fletcher,  a 
popular  historian  of  Arkansas,  described  the 
location  of  Arkansas'  rice  cultivation  and 
confirmed  the  accuracy  of  Nuttall's  prediction. 

The  area  that  the  main  fields  fill  is 
approximately  some  fifty  miles  east  and  west,  from 
five  miles  east  of  Brinkley  to  Bayou  Meto  beyond 
Lonoke;  and  some  hundred  miles  north  and  south, 
from  the  site  of  Arkansas  Post  to  Augusta  in 
Woodruff  County.  Approximately,  they  fill  the 
exact  location  and  dimensions  of  Nuttall's 
"Grand  Prairie,"  with  a  little  added  over.7 

World  War  I  disrupted  traditional  supply  lines 
and  caused  increased  demand  for  U.S.  rice. 
Prices,  which  rose  sharply,  attracted  more  and 
more  Arkansas  farmers  to  rice  growing.  But 
prices  dropped  just  as  quickly  after  the  war.  In 
1920,  rice  sold  at  $3  a  bushel  during  the  growing 
season,  and  plummeted  to  30  cents  a  bushel 
after  harvest.  Thus  the  world  agricultural 
depression  of  the  1920's  came  suddenly  upon 
Arkansas,  and  growers  struggled  to  find  ways  of 


The  levee  of  heavy  clay  permits  a  controlled  flow  of  water 
from  one  field  to  another. 


coping  with  the  marketplace,  which  they  found 
in  shambles.  Each  grower  acting  in  isolation  could 
not  solve  the  widespread  problem;  some 
collective  action  was  needed. 


COOPERATIVES  AS  A  METHOD  OF  COPING 

Many  rice  growers,  who  now  searched  their 
grain-marketing  past  for  solutions,  had  come 
originally  from  Illinois  and  Iowa  where  they  had 
been  grain  farmers.  Railroads  operating  in 
Arkansas,  such  as  the  "Cotton  Belt"  and  the 
"Rock  Island,"  had  publicized  Arkansas 
as  a  land  of  new  opportunities,  and  farmers 
responded  to  the  call.  This  migration  has  been 
described  by  John  Fletcher: 

The  German-American  wheat  farmers  from 
the  Danville  district  of  Illinois  and  the  Davenport 
district  of  Iowa,  who  came  down  to  Arkansas  in 
droves  between  1905  and  1910  to  fill  up  the  empty 
spaces  of  Prairie  and  Arkansas  counties  and  to 
found  the  existing  towns  of  Stuttgart  and  Ulm  .  .  . 
these  newcomers,  hundreds  of  families  strong, 
were  all  men  of  substance  long  before  they  came. 
They  had  been  induced  to  migrate — with  money 
enough  to  buy  the  rigs  and  pumping  equipment 
necessary — through  clever  publicity  pamphlets 
broadcast  in  Illinois  and  Iowa  by  the  Rock  Island 
Railroad,  which  had  just  recently  invaded  the 
great  Arkansas  prairie  region.8 

Shrewd  observers  of  human  nature,  such  as 
James  Mason  of  Riceland  Foods,  point  out  traces 
of  different  waves  of  settlers  just  as  geologists  can 
explain  why  one  stratum  of  soil  differs  from 
another.  The  first  wave  of  farm  settlers  preferred 
the  upland  sites,  partly  fearing  what  they  believed 
to  be  the  "noxious  humors"  of  the  damp  lowland 
air.  Being  people  of  strong  spiritual  heritage, 
characterized  by  frugality  and  self-reliance,  their 
communities  tended  to  take  on  these  values. 
Grower-members  of  Riceland  Foods  located  in 
such  upland  counties  as  Faulkner  and  Conway 
are  characterized  by  such  traits  and,  therefore, 
disinclined  to  turn  to  outsiders  to  borrow  funds. 

The  more  recent  waves  of  settlers  came  from 
disparate  traditions,  were  endowed  with  fewer 


resources,  and  faced  the  challenges  of  farming 
the  less  desired  bottomlands.  Grower-members 
in  these  lowland  regions,  such  as  Phillips, 
Crittendon,  and  Mississippi  Counties  seem  much 
more  ready  to  turn  to  outsiders  for  assistance 
and  to  borrow  funds  to  build  up  their  cooperative 
facilities  as  rapidly  as  grower-members  have 
need  for  them. 

Marketing  rice  in  the  early  decades  of  this 
century  challenged  the  early  settlers  to 
demonstrate  their  innovative  resourcefulness  in 
a  community  effort.  Using  their  experience  with 
grain  marketing  pools  as  a  guide,  they  banded 
together  in  a  rice  marketing  organization  called  a 
cooperative. 

Cooperatives  were  not  an  unfamiliar  innovation 
at  that  time,  but  neither  were  they  prevalent. 
They  caused  considerable  ferment  in  the  thinking 
of  farmers,  businessmen,  lawyers,  and  government 
officials.  The  intellectual  origins  of  this  movement 
are  generally  attributed  to  Charles  Howarth, 
who  drew  up  the  charter  for  the  first  consumer 
cooperative,  the  Rochdale  Equitable  Pioneers' 
Society,  in  1844  in  Rochdale,  England.  On  the 
European  continent,  the  cooperative  concept 
evolved  simultaneously  but  with  emphasis  on 
different  purposes  for  each  specific  clientele.  In 
Denmark,  for  example,  Nikolai  Grundtvig  inspired 
the  Danish  folk  high  school  system;  in  France, 
Louis  Blanc  promoted  the  organization  of  worker- 
owned  factory  cooperatives;  and  in  Germany, 
Herman  Schultze-Detitzsch  organized  credit 
cooperatives  for  businessmen,  while  his 
contemporary,  Friedrich  Raiffeisen,  developed 
credit  unions  to  provide  consumer  loans  to 
members. 

U.S.  COOPERATIVE  LEGISLATION 

In  North  America  cooperatives  flourished  among 
farmers  who  united  to  market  their  grain. 
They  built  the  first  U.S.  cooperative  grain  elevator 
in  1857  at  Madison,  Wis.  In  the  North  Central 
States,  farmers  were  especially  active  in  forming 
cooperatives,  as  were  California's  citrus  growers 
who  formed  the  cooperative  in  1893  that  later 
became  Sunkist  Growers,  Inc.  Gradually, 
cooperatives  acquired  legal  protection  against 
adversaries  who  saw  farmer  cooperation  in 


marketing  as  collusive  action  in  restraint  of 
trade.  The  Clayton  Antitrust  Act  of  1914  clearly 
legitimized  the  exemption  of  both  laborers  and 
growers  in  its  famous  Section  T: 

Nothing  contained  in  the  antitrust  laws  shall  be 
construed  to  forbid  the  existence  and  operation 
of  labor,  agricultural,  or  horticultural  organiza- 
tions, instituted  for  purposes  of  self-help,  and 
not  having  capital  stock  or  conducted  for  profit, 
or  to  forbid  or  restrain  individual  members  of 
such  organizations  from  lawfully  carrying  out  the 
legitimate  objects  thereof  .  .  9 

The  Capper-Volstead  Act,  signed  by  President 
Warren  Harding  on  February  18,  1922,  removed 
the  restriction  on  stock  issuance  and  generally 
fostered  the  growth  of  farmer  cooperatives  in  the 
decades  that  followed. 

SAPIRO  PLAN 

During  these  early  decades,  of  the  20th 
century,  a  dynamic  California  lawyer,  Aaron 
Sapiro,  rose  to  national  eminence  as  the  foremost 
spokesman  for  cooperatives  in  America.  He 
traversed  the  Nation,  argued  dramatically  the 
merits  of  marketing  cooperatives,  and,  as  one 
observer  said,  he  made  the  task  of  marketing  a 
basket  of  apples  seem  as  exciting  as  a  tale  from 
Boccaccio.  His  conception  of  the  ideal  marketing 
cooperative  came  to  be  widely  known  as  the 
Sapiro  Plan,  or  the  California  Plan,  and  consisted 
of  the  following  eight  principles: 

1.  Organization  of  the  association  on  a 
commodity  basis; 

2.  Limitation  of  membership  to  actual  growers; 

3.  Complete  democratic  control  of  the 
association  by  the  members; 

4.  Control  of  deliveries  by  means  of  a  long- 
term,  legally  binding  contract  signed  by  every 
member; 

5.  Pooling  of  product  according  to  grade; 
and  basing  returns  to  each  member  on  the 
average  annual  price  received  for  the  pool  to 
which  he  contributes; 

6.  Use  of  experts  in  all  technical  positions; 


President  Warren  G.  Harding  signs  the  Capper-Volstead  Act,  February  18,  1922. 


and  use  of  approved  business  methods  at  all 
times; 

7.  Orderly  marketing  of  the  product  through- 
out the  whole  production  period;  and 

8.  Control  of  a  sufficient  proportion  of  the 
entire  crop  to  be  the  dominant  factor  in  the 
market,  and  to  make  possible  an  economic 
distribution  of  overhead  expenses.10 

Where  these  principles  could  be  achieved, 
growers  would  wield  a  powerful  marketing 
instrument.  Assurance  of  supplies  under 
enforceable  long-term  contracts  and  the 
efficiencies  of  pooling  members'  crops  allowed 
the  cooperative  to  focus  on  the  task  of  selling 
the  grain  outside  of  the  harvest  period  when 
distress  prices  were  likely  to  prevail.  Growers, 
however,  tended  to  balk  at  being  locked  into  a 
contract  year  after  year,  and  resented  the  fact 
that  pooling  their  grain  prevented  them  from 
using  it  as  collateral  for  bank  loans.  The  managers 
might  lessen  these  objections  provided  they  could 
borrow  funds  for  advances  to  growers  on  delivery 


of  their  crops.  Subsequent  sales  throughout  the 
year  could  then  supply  the  funds  for  repayment 
to  the  cooperative's  creditors. 

The  major  key  to  success  in  the  Sapiro  Plan 
was  orderly  marketing  of  a  single  commodity 
for  its  members  who  had  democratic  control 
of  the  association.  The  scope  of  the  marketing 
task  was  to  be  nationwide  with  the  cooperative 
attaining  a  dominant  position  in  that  national 
market. 

Sapiro's  single-minded  conception  of  the  ideal 
cooperative  eventually  ran  counter  to  the  thinking 
of  other  influential  persons  in  agriculture. 
Among  the  farm  bureau  leaders,  academicians, 
and  Government  officials  who  had  enthusiastically 
supported  Sapiro,  there  grew  reservations  about 
his  centralized  cooperative  model  as  the  only 
approach.  His  prominence  decreased  in  the 
mid-1920's,  especially  after  his  court  suit  against 
Henry  Ford  over  ethnic  slurs.  After  an  out-of-court 
settlement  in  1927,  Sapiro's  career  as  a 
cooperative  lawyer  lapsed  into  a  32-year  twilight 
period  until  his  death  in  1959. 
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Although  Sapiro's  approach  lost  its  following  as 
the  decade  of  the  1920's  progressed,  disastrous 
farm  market  conditions  in  the  early  1920's 
prompted  many  farmers  to  set  up  Sapiro-type 
cooperatives.  Arkansas  rice  growers  were  no 
exception.  They  helplessly  watched  rice  prices 
rise  slowly  through  the  year  and  then  fall  calami- 
tously at  harvesttime  when  farmers  brought  their 
crop  to  market.  C.  Clark  Smith,  who  rose  to 
become  executive  vice  president,  recalls  how  his 
father  paid  $5.50  a  bushel  for  seed  rice  in  the 
spring  and  received  25  cents  a  bushel  for  his 
harvested  rice  in  the  fall.  What  he  could  not  sell, 
he  ground  up  for  mule  feed.  Only  through 
collective  action  in  marketing  their  rice,  con- 
cluded Arkansas  rice  growers,  could  they  remedy 
the  situation. 

On  September  23,  1921,  they  took  decisive 
action.  A  group  of  growers  met  at  the  Little  Rock 
court  house  to  establish  formally  their  marketing 
cooperative,  Arkansas  Rice  Growers  Cooperative 
Association.  Their  chosen  executive  committee 
consisted  of  five  officials  who  received  specified 
salaries: 


B.  E.  Chaney,  president   $5,000 

C.  G.  Miller,  vice  president  and 

general  manager   7,000 

H.  C.  Stump,  secretary   4,000 

F.  B.  Moon,  treasurer   2,000 

E.  B.  Roy,  sales  manager   7,000 


Members  of  the  board  of  directors  received  no 
salary,  but  were  compensated  for  travel  expenses 
plus  a  flat  $10  per  diem. 

Farmers  had  selected  a  management  team  with 
excellent  credentials.  Charles  G.  Miller,  vice 
president  and  general  manager,  was  a  man  with 
threefold  expertise  as  a  grower,  a  banker,  and  a 
miller.  This  experience  equipped  him  with  an 
understanding  of  the  needs  of  fellow  growers, 
a  realistic  financial  perspective,  and  an  intuitive 
awareness  that  the  benefits  of  milling  efficiencies 
accrue  to  cooperatives  only  in  conjunction  with 
an  energetic  expansion  of  clean  rice  sales. 
Harley  C.  Stump,  as  secretary  and  later  as 


Charles  C.  Miller,  President  (1927-29). 


secretary-treasurer,  brought  a  background  of 
experience  in  grocery  store  distribution  channels. 
And  E.  B.  Roy,  sales  manager,  was  recognized 
at  that  time  as  the  foremost  U.S.  sales  manager 
of  clean  rice.  This  team  appeared  well  prepared  to 
build  a  solidly  successful  rice-marketing 
cooperative.  Yet  in  the  first  years  of  its  existence, 
the  cooperative  sailed  into  rough  waters  and 
nearly  foundered. 

EARLY  PROBLEMS 

At  their  first  working  meeting,  4  days  after 
incorporation,  the  cooperative  members  met 
with  a  tone  of  grim  urgency.  Prices  had  fallen 
from  $4.50  a  bushel  during  the  growing  season 
to  $1.25  a  bushel  by  harvesttime  and  were 
continuing  to  drop.  To  cope  with  the  problem, 
they  resolved  that 

a  temporary  plan  for  handling  rough  rice  that 
must  be  marketed  at  once,  as  submitted  by  the 
Committee,  be  adopted;  and  that  all  members  be 
advised  of  this  plan  and  urged  not  to  sell  any 
more  rice  than  they  absolutely  have  to  sell  at 
this  time.11 

The  resolution,  implemented  for  the  relief  of 
grower-members,  was  executed  in  such  a  way 
that  it  irritated  some  grower-members  for  the 
next  5  years.  The  basic  point  of  contention  was 
management's  decision  to  defer  milling  charges 
of  $54,872  for  rice  handled  under  the  plan  and  to 
allocate  them  over  a  10-year  period.  Members 
who  joined  the  cooperative  in  subsequent  years 
complained  that  they  were  forced  to  bear  the 
burden  of  costs  for  which  they  were  not 
responsible  and  from  which  they  derived  no 
benefit.  Around  this  festering  complaint  were 
gathered  other  criticisms  by  growers,  despite  the 
notable  advantages  the  marketing  cooperative 
held  for  them. 

BENEFITS  FOR  MEMBERS 

Advantages  for  the  grower  were  valuable.  First, 
through  pooling  or  commingling  all  members' 
rice  by  varieties  and  grades,  each  grower  was 
assured  of  finding  a  ready  market  for  his  rice. 


To  the  extent  the  cooperative  marketed  rice 
during  the  year  when  prices  had  risen  from  their 
harvesttime  low,  growers  who  pooled  their  rice 
earned  higher-than-average  prices. 

Second,  the  grower  received  cash  advances  on 
delivery  at  harvesttime  without  settling  for  the 
low  prices  that  generally  prevailed.  Management 
of  Arkansas  Rice  Growers  Cooperative  Association 
undertook  the  responsibility  of  securing  funds  to 
cover  the  advances.  The  sums  needed  were,  and 
remain,  substantial.   Initially,  cooperative 
management  requested  a  loan  of  $1  million 
from  the  War  Finance  Corporation.  In  August 
1922,  another  $3  million  was  applied  for  and 
received.  And  when  the  federal  intermediate 
credit  banks  were  established  in  1923  for  loans 
to  cooperatives,  Arkansas  rice  growers  were  able 
to  borrow  through  their  cooperative. 

Members  also  benefited  from  the  united 
marketing  efforts  of  the  cooperative,  which  gave 
greater  dominance  in  the  marketplace  to  the 
cooperative  than  to  the  grower.  The  cooperative 
could  devise  a  collective  strategy.  It  could  seek 
the  counsel  of  experts,  such  as  Aaron  Sapiro  and 
his  law  partners.  In  addition  to  advice  on 
financing,  Sapiro  gave  specific  advice  on 
chainstore  contacts,  packaging,  and  advertising. 
And  to  disseminate  his  ideas  to  members  at 
large,  Sapiro  wrote  a  series  of  10  articles  on 
cooperative  marketing  in  the  Arkansas  Daily 
Gazette  in  December  1922. 

At  the  end  of  the  cooperative's  first  year, 
its  financial  statement  (below)  indicated  it  was 
solvent.  Yet  however  much  it  might  congratulate 
itself  on  its  financial  and  marketing  success, 
problems  were  already  surfacing  that  would  lead 
the  cooperative  into  the  courts  and  ultimately 
into  bankruptcy  proceedings. 


ROOTS  OF  MEMBER  UNREST 

The  most  persistent  provocation  for  members 
was  the  cooperative's  firm  insistence  on  contract 
observance.  Potential  members  might  deliver  their 
rice  to  the  cooperative  pool  in  years  of 
disastrous  prices,  thereby  straining  cooperative 
marketing  efforts,  and  sell  to  other  rice  mills  in 


ARKANSAS  RICE  GROWERS 
FINANCIAL 

COOPERATIVE  ASSOCIATION 
STATEMENT 

August  31,  1922 

ASSETS 

Clean  rice  stocks,  mills,  and  storage 
Accounts  receivable,  including  brokers'  stock 
Cash  in  banks 

$490,258.25 
54,829.76 
5,034.11 

$550,122.12 

LIABILITIES 

Due  War  Finance  Corporation  on  loan 
Due  bank  on  notes 

Due  members  on  100%  basis  ($1,852,075.07) 

Due  on  miscellaneous  items 

Interest:  War  Finance  Corporation  9/30/22 

Banks:  $50,000  30  days  to  9/24/22 
75,000  60  days  to  10/24/22 
75,000  90  days  to  11/24/22 

Operating  expenses  to  October  1, 1922 

Storage  on  outside  stocks,  and  expenses 

Brokerage  on  August  sales 

$  97,592.37 
200,000.00 
41,699.88 
7,880.47 
487.96 
250.00 
425.00 
637.50 
9,000.00 
10,000.00 
1,477.51 

$369,450.69 

Amount  estimated  available  for  dividends 

$180,671.43 

Source:  Minutes  of  Arkansas  Rice  Growers  Cooperative  Association,  Stuttgart,  Ark.,  September  23,  1922. 

good  years,  leaving  cooperative  mill  capacity 
idle.  To  screen  out  such  members,  the  cooperative 
insisted  that  all  contracts  be  binding  for  as  many 
as  10  years.  Within  6  months  of  the  cooperative's 
formation,  members  began  to  apply  for  release 
from  their  contracts.  The  board  of  directors 
summarily  rejected  these  requests,  and  bitterness 
ensued.  Within  a  year,  one  director  of  the 
cooperative,  believed  to  have  violated  his 
contract,  was  expelled  by  a  vote  of  16  to  1  on 
February  15,  1923.  Another  member  requested 
release  from  his  contractual  obligations  because 
then  he  could  get  financing  from  a  local  bank  by 
pledging  his  crop  as  collateral.  With  some 
flippancy,  he  observed  that  he  was  "a  disloyal 


member  and  would  do  the  organization  no  good 
if  they  kept  him  in."  12  The  board  of  directors' 
concession  had  the  ring  of  condemnation  as  it 
resolved  that  he  "be  forever  barred  from  being  a 
member  of  this  Association."  As  others  rose  to 
challenge,  or  defy,  the  contract,  the  cooperative 
did  not  relent.  At  harvesttime  in  1924,  Charles 
Miller  stated  that  the  cooperative  "was  preparing 
to  rigidly  enforce  each  and  every  contract  .  .  . 
and  would  have  extra  men  in  the  field  watching 
the  threshing,  and  seeing  to  it  that  every  grain  of 
rice  that  belongs  to  the  Association  comes  into 
it."  13 

Perhaps  the  firm  stance  of  management  would 
have  been  more  highly  regarded  if  the 


administration  of  the  cooperative  was  more 
decisive  in  other  matters  of  policy  formulation. 
Unfortunately  it  was  not.  Indiscretions  and 
decisions  made  on  the  basis  of  poor  judgment 
provoked  criticism  and  bitterness.  For  example, 
when  in  June  1923,  the  board  in  a  split  decision 
agreed  to  raise  the  salaries  of  Miller  and  Roy  from 
$7,000  to  $12,000,  members  reacted  sharply 
and  forced  a  salary  rollback  to  $10,000.14 

Some  members  criticized  the  favoritism 
practiced  by  management  when  it  paid  advances 
of  90  percent  to  some  rice  growers  on  delivery 
whereas  customary  advances  were  only  60  percent 
with  the  remainder  due  to  be  paid  as  the  rice 
was  marketed.  Critics  were  not  pacified  when 
Charles  Miller  sought  and  received  unanimous 
approval  from  the  board  of  directors  "for  giving 
special  attention  and  necessary  consideration 
to  individual  needs  of  individual  members."  15 

Most  damaging  to  management  were  rumors 
that  noncooperative  mills  that  processed  rice 
under  contract  for  the  cooperative  were  stealing 
some  of  the  rice.  One  employee  of  a  mill  in 
DeWitt  alleged  that  it  was  not  uncommon  for  the 
rice  receiving  chute  to  have  a  hidden  split  so  as 
to  divert  2  to  4  percent  of  the  rice  into  the 
mill-owner's  secret  bin.16  As  a  result  of  such 
rumors,  the  cooperative  leased  the  milling 
facilities  it  needed  and  eventually  purchased  its 
own  milling  facilities. 


ERUPTION  OF  HOSTILITY 

A.  F.  Knoll,  who  served  35  years  as  the 
cooperative's  secretary-treasurer,  recalls  with 
dismay  the  "storytelling"  of  that  period  and  the 
bitter  feelings  it  generated.  On  one  occasion  when 
the  growers  were  planning  to  hold  a  cooperative 
meeting  at  the  local  schoolhouse,  opponents  of 
the  cooperative  slipped  into  the  school  and  hid 
beneath  the  flooring.  After  their  eavesdropping 
mission,  they  spread  distorted  reports.  Ill  will 
soured  the  neighborhoods  in  areas  of  Stuttgart 
and  elsewhere  as  former  friends  bristled  in  anger 
and  relatives  split  into  factions.  Now  and  again 
glares  led  to  sharp  words  that  in  turn  erupted 
into  street-corner  fist  fights  until  the  local 


A  F.  Knoll  (right),  former  Secretary,  and  Jack  Crum, 
grower-member,  reminisce  about  bygone  days. 


constable's  truncheon  cooled  the  hotter  heads 
and  restored  the  peace.  One  man,  a  director  at 
Ulm,  resigned  and  requested  contract  release,  not 
because  he  was  angry  or  dissatisfied  with  the 
cooperative,  but  because  his  brothers,  who  were 
not  cooperative  members,  made  communication 
difficult  in  their  common  farm  business  affairs. 

Some  of  these  issues  were  considered 
newsworthy,  and  incidents  involving  local 
newspapers  inevitably  arose.  One  local  paper 
attempting  to  report  on  the  developing  complex 
factions  was  accused  of  making  false  statements. 
The  offended  group,  determined  to  redress  its 
injuries,  stormed  into  the  newspaper's  second- 
floor  composing  room  and  pitched  cases  of 
type  into  the  street  below.  Then  they  turned  on 
the  editor  and,  not  satisfied  with  a  spoken  apology 
or  a  printed  retraction,  forced  him  to  eat  a  copy 
of  his  own  paper.  Of  course,  some  Arkansans 
have  never  been  inclined  to  be  overly  awed  by 
the  press.  Jeff  Davis,  Arkansas'  flamboyant 
governor  (1901-07),  had  summed  up  their  feelings 
in  response  to  criticism  in  the  Helena  World: 

I  have  a  little  boy  at  home,  God  bless  him,  a 
little  pale-faced,  white  haired  fellow.  I  love  him 
better  than  anybody  on  earth  except  his  mother. 
If  I  find  that  boy  is  a  smart  boy,  judge  Bryant, 
I  will  go  and  make  a  preacher  out  of  him,  if  I  find 


he  is  not  so  smart  a  boy,  I  am  going  to  make 
a  lawyer  out  of  him,  and  if  I  find  he  has  not  a  bit 
of  sense  on  earth,  I  am  going  to  make  an  editor 
out  of  him  and  send  him  to  Little  Rock.17 

Yet  not  all  newspapers  were  hostile.  In 
December  of  1923,  the  cooperative's  management 
appealed  through  an  advertisement  in  the 
Grand  Prairie  News  to  the  courts,  and  to  the 
public,  to  investigate  the  "alleged  fraud  practiced 
on  the  farmers  in  the  weighing  of  their  rice." 
The  newspaper  supported  the  cooperative  by 
headline  and  editorial.  Large  black  letters  across 
the  top  of  the  front  page  read: 

THE  ASSOCIATION'S  MILLING  ACTIVITIES, 

FARMER'S  BEST  BET, 
REAL  TARGET  OF  VICIOUS  PROPAGANDA 

And  on  the  editorial  page  the  paper  sided  with 
the  association  saying: 

Various  unconscionable  and  un-American 
methods  are  being  used  in  an  attack  on  the 
Association  of  rice  farmers.  If  this  attack  succeeds, 
the  rice  belt  will  be  dealt  such  a  vital  blow  that 
it  will  take  years  for  it  to  recover  .  .  . 

We  here  and  now  definitely  announce  that  we 
are  in  this  fight  from  now  to  its  end  on  the  side 


Arkansas'  first  rice  mill 


of  the  Association,  the  farmers,  the  merchants, 
and  the  people  .  .  . 

An  institution  that  distributes  over  three  million 
dollars  annually  is  a  credit  to  any  community, 
and  as  the  rice  belt  of  Arkansas  is  composed  of  as 
capable  citizens  as  anywhere  on  the  globe,  we 
should  lend  our  hand  toward  its  success  and 
disperse  from  our  midst — not  through  violence, 
but  by  public  sentiment — those  who  seek  to 
wreck  it.18 

RESOLUTION  THROUGH  COURT  ACTION 

The  issue  quickly  reached  the  Lonoke  Chancery 
Court.  There  followed  several  years  of  extended 
litigation  before  it  was  definitively  resolved. 
A  grower-member,  Lee  McCauley,  who  had 
mortgaged  his  undelivered  rice  to  the  Exchange 
Bank  and  Trust  Co.,  of  Stuttgart,  brought  suit 
against  Arkansas  Rice  Growers  Cooperative 
Association  to  prevent  commingling  of  his  rice 
with  that  of  other  members'.  If  it  were  to  be 
commingled,  Lee  McCauley  feared  the  bank 
would  have  to  abandon  its  lien  on  that  rice  and 
would  seek  some  other  collateral  for  the 
mortgage.  At  the  heart  of  the  issue  was  who  had 
control  of  the  rice  once  it  was  delivered.  If  the 
grower  maintained  a  specific  title  to  the  grain  he 
delivered,  the  cooperative's  use  of  pooling  would 
no  longer  be  feasible.  With  the  loss  of  pooling, 
the  cooperative's  storage  costs  would  increase 
because  each  grower's  crop  would  have  to  be 
stored  separately.  As  a  consequence,  marketing 
efficiencies  in  handling  bulk  sales  would  be  lost. 

The  thrust  of  McCauley's  argument  was  not  only 
that  the  enforceable  contract  and  subsequent 
pooling  was  unjust,  but  furthermore,  certain 
management  practices  violated  the  contract,  and 
the  court  should  appoint  a  receiver  to  hold  the 
association  in  trust.  The  management  practices 
cited  were  the  allocation  of  the  1921  deferred 
milling  charges  of  $54,375  over  a  10-year  period; 
the  payment  of  advances  of  different  percentages 
of  the  value  of  deliveries  to  different  members; 
the  awarding  of  "munificent  salaries  to 
management  officials;  and  responsibility  for  rice 
that  was  stolen  from  the  association."  19 

J.  -E.  Martineau,  chancellor  of  the  Lonoke 


Chancery  Court,  handed  down  a  decision  that 
was  appealed  to  Arkansas'  Superior  Court  where  it 
was  considered  in  the  fall  of  1926.  There,  the 
judges  sided  with  Martineau's  decision  on  most 
points.  They  confirmed  the  validity  of  marketing 
contracts  and  cited  precedents  from  decisions 
rendered  on  cotton  cooperative  marketing 
agreements.  They  agreed  that  pooling  rice, 
whether  rough  or  milled,  was  proper  and 
permissible.  Concerning  the  alleged  mismanage- 
ment practices,  they  declared  the  allocation  of 
milling  charges  incurred  in  1921  to  subsequent 
years  an  inequitable  deduction.  They 
acknowledged  that  payment  of  differential 
advances  was  wrong;  but  that  the  salary 
decisions  were  "entirely  within  the  discretion 
of  the  board  of  directors"  and  that  "facts 
established  in  connection  with  the  stolen  rice 
do  not  justify  the  court  in  finding  that  the 
officers  were  in  any  way  connected  therewith."  20 

The  result  of  the  court  case  was  a  vindication 
of  the  association's  basic  procedures  concerning 
contract  obligations  and  pooling  of  members' 
commodities  by  variety  and  grade.  Yet  some 
harm  had  been  done.  Lee  McCauley  had  been 
joined  in  his  suit  at  different  times  by  as  many  as 
118  members  of  the  cooperative.  And  the  court 
was  firm  in  asserting  that  the  1921  milling  charges 
were  to  be  borne  by  the  members  of  that  year 
alone.  The  court  was  ready  to  appoint  an  auditor 
if  the  plaintiffs  and  the  defendants  could  not 
"agree  upon  a  restatement  of  accounts  of  all  the 
members  of  the  association  for  the  season  of 
1921-22."  21  However,  such  an  appointment 
seemed  neither  necessary  nor  advisable. 

A  FADING  SHADOW  AND  A  REBIRTH 

The  court's  decision  to  enforce  reallocation  of 
the  $54,872  in  milling  charges  to  those  who  were 
members  during  the  1921  growing  season 
placed  an  onerous  burden  on  the  cooperative. 
In  addition  to  implementing  the  court  action,  the 
cooperative  board,  management,  and  members 
considered  how  to  give  the  cooperative  a  clean 
slate.  They  decided  to  terminate  operations  of  the 
existing  cooperative.   It  would  facilitate 
reallocation  of  charges  to  the  1921  membership 
if  the  cooperative  could  remain  in  a  financially 


inactive  state.  Accordingly,  a  new  cooperative 
was  formed  on  February  15,  1926,  with  the  same 
list  of  officers.  The  official  name  of  the  new 
organization  differed  from  the  old  in  one  detail. 
The  definite  article  was  made  an  integral  part  of 
the  name,  thus  becoming  The  Arkansas  Rice 
Growers  Cooperative  Association.  And  that  name, 
despite  a  1929  study  to  change  it,  is  still  the 
legal  name,  although  since  1970,  it  has  done 
business  under  the  legal  fictitious  name, 
Riceland  Foods. 

The  older  cooperative  appeared  as  a  fading 
shadow  of  the  new  one,  and  phasing  it  out 
was  a  trying  task.  The  assets  could  not  be 
transferred  to  the  new  organization  until  the 
rice  under  the  1926  contracts  was  sold.  When 
C.  C.  Smith  first  came  to  work  for  the  cooperative 
as  a  rice  weigher  in  1927,  his  task  was  to  salvage 
the  rice  described  by  Charles  Miller:  "The  old 
rice  is  good,  merchantable  rice,  and  is  readily 
salable  and  selling  right  along  on  samples;  but 
until  it  is  rebrushed  and  can  be  shipped  out  it  is 
not  possible  to  go  ahead  with  further  work 
toward  settlement."  22  Finally,  the  transfer  of 
assets  became  feasible  and  took  place  on  July  31, 
1927,  at  which  time  the  new  cooperative  began 
operations.  B.  E.  Chaney  resigned,  and  Charles 
Miller  assumed  the  dual  role  of  president  and 
general  manager.  Joint  meetings  between  the  two 
cooperatives  were  held  while  final  statements  of 
the  old  organization  were  worked  out.  Late  in 
November  1928,  a  resolution  was  passed  to 
dissolve  the  old  cooperative  through  bankruptcy. 
On  January  3,  1929,  the  board  moved  that  the 
officers  resign,  and  the  motion  was  carried  within 
a  week. 

H.  K.  Smith  became  president  of  the  newly 
established  cooperative,  The  Arkansas  Rice 
Growers  Cooperative  Association,  and  he 
preserved  the  older  cooperative  from  financial 
disgrace.  He  held  the  office  with  distinction 
for  13  years  until  his  death  in  1942,  and  was 
responsible  in  great  part  for  transforming  Riceland 
Foods  from  a  failing  organization  into  a  stable 
cooperative.  H.  K.  Smith  was  born  of  indomitable 
pioneer  stock.  His  grandfather,  a  lawyer,  set  out 
from  the  East  intending  to  go  to  Texas  for  his 
health.  But  when  he  found  the  climate  of 
Wheatley,  Ark.,  suited  him,  he  bought  land  and 


H  K.  Smith,  Sr.,  President  (1929-42). 


settled  down  to  the  arduous  work  of  farming. 
His  family  built  up  their  business  interests  in 
Wheatley.  Smith,  a  high-strung  man,  inherited 
their  work  ethic,  and  drove  himself  fiercely. 

His  banking  experiences  in  Wheatley  had 
intensified  his  conservative  frame  of  mind 
concerning  business  matters.  He  had  a  unique 
ability  to  create  confidence,  and  he  devised  a 
strategy  that  would  inspire  trust  among  the 
members,  whose  number  had  dwindled  to  100 
growers,  only  half  of  whom  actually  delivered 
their  rice  to  the  cooperative.  During  his  first 
year  in  office,  Smith  gave  priority  to  refinancing 
and  reorganizing  the  cooperative.  To  acquire  free 
use  of  the  old  cooperative's  facilities,  the  new 
cooperative  assumed  responsibility  for  the 
indebtedness  of  the  old  one.  To  meet  these 
financial  responsibilities,  Smith  sought  aid  under 
the  Farm  Relief  Bill.  This  aid  took  the  form  of  a 


Wheatley  Drier  Division — home  of  local  of  H.  K.  Smith,  Sr.  Original  mill  destroyed  by  fire  in  1929. 


loan  of  $336,000  from  the  Federal  Farm  Board, 
payable  at  the  rate  of  $40,120  a  year  for  10  years 
from  date  of  issue  (February  15,  1930,  to 
February  15,  1940). 

To  repay  this  sum,  Smith  set  up  two  separate 
corporations,  one  for  its  mill  in  Stuttgart  and 
one  for  the  mill  in  DeWitt  managed  by  L.  A.  Black. 
In  this  role,  Black  contributed  greatly  to 
reinvigorating  the  cooperative.  Revenues  from 
each  mill  were  generated  to  retire  this  debt  by 
deducting  a  small  fee  for  each  bushel  that 
members  had  milled.  DeWitt  was  assigned 
$169,549  as  its  part  of  the  total  debt,  including 
both  the  loan  and  interest.  The  mill  at  Wheatley 
was  not  included  in  this  arrangement  because 
it  had  just  previously  been  destroyed  by 
fire.  However  burdensome  this  was  to 
members,  they  remained  faithful  to  it,  and 
completely  honored  the  debt  by  the  annual 


meeting  on  June  6,  1939,  when  the  mortgage 
was  burned  "which  brought  loud  applause  from 
the  members  present."  23 

By  1939,  membership  had  grown  to  450 
members.  While  the  cooperative  was  determined 
to  insist  on  contract  adherence,  it  did  ease  the 
stringent  long-term  nature  of  the  contract. 
Sections  10  and  11  of  the  grower-member 
marketing  agreement  gave  growers  certain 
options,  such  as  the  right  to  have  their  rice  sold 
in  the  rough  on  some  specified  date  if  they  so 
designated  in  writing  on  or  before  the  date  of 
delivering  the  rice.  Despite  the  world  depression, 
business  increased  as  growers  returned  to  active 
membership  in  the  cooperative.  An  opportunity 
to  expand  further  arose  when  a  rice  mill  built 
in  Jonesboro  became  available.  H.  K.  Smith 
studied  the  opportunity  and  found  it  promising, 
although  the  mill  had  gone  into  receivership 


under  its  owner-investor,  Mr.  Bovay,  after  which 
time  it  remained  idle.  Riceland  Foods  acquired 
it  for  $25,000  and  added  another  $30,000  for 
needed  renovations;  C.  Clark  Smith  was  placed 
in  charge  as  manager. 

H.  K.  Smith's  success  was  tied  to  his  manage- 
ment team,  which  was  faithful  to  serving 
grower-members.  Romeo  Short,  a  citizen  of 
Wheatley  who  migrated  from  Iowa  to  farm  in 
Arkansas,  was  a  dynamic  vice  president  dedicated 
to  the  cooperative's  success.  He  understood  the 
rice  industry  in  the  larger  context  of  all  the 
Nation's  producers  and  millers.  He  perceived  that 
when  rice  was  abundantly  available  to  run  mills 
efficiently,  that  very  abundance  of  supply 
depressed  prices.  He  called  for  rice-growing 
States,  which  were  limited  in  number,  to 
organize  to  meet  this  pricing  paradox.  Ultimately, 
he  became  president  of  the  cooperative,  and 


later  an  assistant  secretary  in  the  U.S.  Department 
of  Agriculture. 

Another  member  of  the  management  team, 
A.  F.  Knoll,  a  short,  wiry,  energetic  man,  began 
his  four  decades  of  service  to  Riceland  Foods 
as  an  office  clerk  during  its  first  hapless  years. 
He  emerged  as  secretary-treasurer  when  the 
foundering  cooperative  took  on  new  life  under 
H.  K.  Smith.  During  the  years  of  the  Great 
Depression,  A.  F.  Knoll  scrutinized  the  budgets  of 
the  cooperative  while  it  struggled  to  clear  its  debts 
of  the  1920's.  So  watchful  was  he  of  unnecessary 
expenditures  that  he  even  seemed  to  keep  an 
inventory  of  pencil  stubs.  His  integrity  mirrored 
that  of  the  renewed  cooperative.  And  the  scope 
of  his  responsibility  increased  automatically  as 
additional  facilities  were  set  up  to  serve  new 
members  and  to  process  new  commodities.  By  the 
time  he  retired  in  1962,  sales  had  expanded  the 


Jonesboro  Drier  Division  has  grown  extensively  since  the  original  mill  was  acquired  in  1939. 


cooperative  into  a  multimillion-dollar  organiza- 
tion that  marketed  commodities  internationally, 
and  consumer  products  nationally,  under  its  own 
label. 

SUPPORT  FROM  NEW  U.S.  FARM  POLICY 

While  the  cooperative  struggled  to  revive  itself 
under  H.  K.  Smith,  the  Nation  as  a  whole 
grappled  with  the  complex  issues  of  the 
depression  of  the  1930's.  A  new  Government 
farm  policy  was  hammered  out  to  reduce  the 
economic  hazards  of  farming.  The  depression 
intensified  the  suffering  of  the  already  weakened 
farm  sector  and  brought  economic  chaos  to 
agricultural  marketing  efforts.  Because  the  entire 
world  was  gripped  in  economic  disorder,  Arkansas 
rice  growers  could  find  no  relief  in  their 
traditionally  large  export  markets. 


The  pattern  of  foreclosures  and  farm  breakups 
that  affected  the  entire  Farm  Belt,  which  John 
Steinbeck  called  to  national  attention  in  his 
popular  novel,  Grapes  of  Wrath,  had  its  impact  on 
Arkansas  growers,  also.  The  average  size  farm  in 
Arkansas  fell  from  75  acres  in  1920  to  66  in  1930. 
By  1935,  it  had  begun  to  turn  upward  with 
70  acres  and  rose  steadily  to  83  by  1940,  103  by 
1950,  173  by  1959,  and  to  more  than  260  by  the 
1970's.  Crop  failures  summed  up  the  desperate 
conditions.  In  1930,  farms  having  crop  failures 
numbered  19,526.  In  5  years,  these  farm  numbers 
doubled  to  39,192  or  16  percent  of  total  Arkansas 
farms  in  cropland.  They  fell  to  12,252  by  1940,  and 
downward  thereafter.24 

In  an  effort  to  relieve  the  agricultural  sector  and 
to  restore  some  balance  between  commodity 
supplies  and  consumer  demand,  the  Agricultural 
Adjustment  Act  was  passed  in  1938: 


Rice  plants  continue  to  grow  in  the  dry  cracking 
clay  after  fields  have  been  drained. 


...  to  establish  and  maintain  such  balance  between 
the  production  and  consumption  of  agricultural 
commodities,  and  such  marketing  conditions 
therefor,  as  will  re-establish  prices  to  farmers  at  a 
level  that  will  give  agricultural  commodities  a 
purchasing  power  with  respect  to  articles  that 
farmers  buy,  equivalent  to  the  purchasing  power 
of  agricultural  commodities  in  the  base  period  .  .  . 
August  1909-July  1914.25 

The  act  empowered  the  Secretary  of  Agriculture 
to  reduce  acreage  or  production  of  rice  and  other 
commodities  through  voluntary  agreements  or 
payment  practices.  This  legislation  ultimately 
resulted  in  three  procedures  whereby  rice 
growers  could  enjoy  a  more  stable  market  for 
their  product.  First,  the  Department  of  Agriculture 
through  the  Commodity  Credit  Corporation 
(CCC)  was  enabled  to  grant  "nonrecourse"  loans 
at  some  specified  rate  a  hundredweight  to 
growers  or  to  their  cooperative  using  their 
harvested  rice  as  collateral.  It  was  basically  a 
price  support  system.  The  nonrecourse  clause 
permitted  a  grower  or  his  cooperative  to  yield 
up  the  rice  to  the  CCC  in  full  payment  of  the  loan 
if  the  market  price  of  rice  fell  below  the  value 
of  the  loan.  If,  however,  the  price  of  rice  rose, 
the  grower  or  his  cooperative  repaid  the  loan, 
reclaimed  the  rice,  and  sold  it  at  market  prices. 

The  second  measure  to  keep  supply  and 
demand  in  balance  was  the  use  of  limits  on  the 
acreage  used  for  rice  growing.  In  Arkansas, 
acreage  allotments  are  tied  to  specific  farm 
acreage.  But  in  Texas  and  Louisiana,  allotments 
are  assigned  to  specific  growers.  This  procedure 
was  implemented  only  after  two  thirds  of  affected 
growers  voted  for  it  in  referendum,  and  it  was 
not  used  at  all  until  1955. 

The  third  method  of  fostering  market  stability 
and  supporting  rice  prices  was  the  initiation  of  a 
program  of  export  subsidies  allowing  U.S.  rice 
growers  to  compete  in  world  markets. 

These  devices  contributed  a  stabilizing 
influence  on  rice  marketing  to  the  benefit  of 
Riceland  Foods.  However,  in  addition  to  market 
stability,  cooperatives  needed  credit  for 
production  inputs.  Accordingly,  specific 
institutions  evolved  through  Government  efforts 
to  meet  those  needs,  beginning  in  1916  with  the 


federal  land  bank  system  set  up  to  meet  mortgage 
and  long-term  fund  requirements.  Cooperatives 
owed  their  expansion  in  the  early  1920's  to  the 
amended  War  Finance  Corporation  and,  after 
1923,  to  the  12  federal  intermediate  credit  banks 
set  up  according  to  the  Federal  Intermediate 
Credit  Act  of  1923.  The  latter  act's  main  purpose 
was  the  possible  rediscounting  of  agricultural 
paper  for  loans  from  6  months  to  3  years. 
Cooperative  marketing  associations  could  receive 
direct  loans  secured  by  warehouse  receipts  for 
their  stored  commodities.  Rapid  expansion  of 
cooperatives  in  the  1920's  could  not  have 
occurred  without  these  two  funding  sources. 

Out  of  all  these  efforts  evolved  the  Farm 
Credit  Act  of  1933.  And  a  study,  The  Production 
Credit  System  for  Farmers,  by  Earl  Butz,  notes 
that  the  legislation  enacted  in  1933  was  largely 
generated  out  of  production  credit  experience 
garnered  through  implementation  of  the 
Agricultural  Credit  Act  of  a  decade  earlier.  The 
1933  act  set  up  the  Farm  Credit  Administration 
in  a  way  that  was  complex  in  structure  and 
comprehensive  in  its  goals.  Dividing  the  Nation 
into  12  Farm  Credit  Districts,  the  new  agency 
provided  farmers  with  long-,  short-,  and  inter- 
mediate-term loans  through  a  triple  credit 
system.  Arkansas  farmers  fall  under  the  Sixth 
District  and  can  borrow  long-term  funds,  secured 
by  their  farm  real  estate,  from  the  federal  land 
banks.  Short-  and  intermediate-term  funds  for 
crop  cultivation  needs  can  be  borrowed  from 
production  credit  associations  which  are  financed 


by  federal  intermediate  credit  banks.  The  third  sys- 
tem consists  of  the  dozen  banks  for  cooperatives 
set  up  to  assist  growers  through  their  cooperatives. 
The  St.  Louis  Bank  for  Cooperatives,  serving  the 
Sixth  District,  provided  needed  funds  for  Riceland 
Foods  in  the  depressed  1930's  and  for  its 
subsequent  rapid  expansion  in  the  1940's  through 
the  1970  s. 

However  difficult  the  1930's,  H.  K.  Smith's 
strong  direction  was  responsible  for  reestablishing 
the  credit  and  organizational  strength  of  Riceland 
Foods  and  fashioning  the  fragile  organization 
within  10  years  into  the  principal  rice  cooperative 
in  the  country.  Joseph  Knapp,  foremost  coopera- 
tive historian,  summarizes  the  status  of  Riceland 
Foods  in  the  late  1930's: 

The  rice  marketing  cooperatives  also  improved 
their  position  during  the  New  Deal  years  .  .  .  One 
of  the  most  interesting  associations  of  this  type 
was  the  Arkansas  Rice  Growers  Association  at 
Stuttgart,  Arkansas,  which  had  been  formed  in 
1922  as  a  centralized  pooling  organization.  In 
1938,  it  was  operating  three  large  milling  plants.26 

H.  K.  Smith  continued  his  leadership  until 
his  death  in  June  1942.  His  legacy  was  a  solid 
cooperative  enterprise  that  provided  a  stable 
base  from  which  new  leaders  could  continue  the 
expansion  and  transformation  of  Riceland  Foods 
in  response  to  technological  change,  expanding 
export  demands,  and  opportunities  for  marketing 
new  commodities. 
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When  the  golden  heads  of  rice 
plants  begin  to  lodge, 
time  for  harvesting  is  near. 


Closeup  of  lodging  heads  of  rice  being  raked  against  the  cutting  bar. 


Chapter  III 

TECHNOLOGY  RESHAPES  THE  FAMILY  TREE 


Like  some  other  agricul- 
tural crops,  rice  began 
to  make  the  big  move 
from  a  labor  intensive  crop 
to  a  highly  mechanized 
one  in  the  early  1940' 's. 

A.  W.  Woodard,  ''U.S. 
Rice,  Today  and 
Tomorrow" 


DESIGNATION  OF  AN  EXECUTIVE  MANAGER 

After  two  decades  of  gradual  formation  and 
stabilization,  Riceland  Foods  entered  a  second 
phase — one  in  which  technology  spurred  rapid 
organizational  change.  The  transition  began 
shortly  after  Romeo  E.  Short,  vice  president  under 
H.  K.  Smith  for  13  years,  had  been  elected 
president  in  mid-1942.  R.  E.  Short  was  a  natural 
leader  in  appearance  and  in  function.  With  his 
towering  6-foot,  4-inch,  190-pound  frame,  he 
spontaneously  commanded  respectful  attention. 
He  easily  accepted  the  invitation  to  lead.  A 
restless,  energetic  outdoors  man,  he  enjoyed  the 
sporting  opportunities  provided  by  Arkansas' 
woods,  streams,  and  fields.  While  he  was  not 
given  to  spending  all  his  time  behind  a  desk 
attending  to  details,  he  could  perceive  priorities 
quickly  and  could  delegate  management  functions 
with  sufficient  policy  guidelines  to  ensure 
appropriate  performance.  His  competence 
developed  over  time  and  was  acknowledged 
by  his  peers  and  by  public  officials  who  chose 
him  in  1947  to  be  vice  president  of  the  American 
Farm  Bureau.  In  1953,  he  became  an  Assistant 
Secretary  in  the  U.S.  Department  of  Agriculture 
under  Ezra  Taft  Benson. 

He  decided  to  delegate  the  management  of 
Riceland  Foods  to  a  general  manager,  a  decision 
that  caught  cooperative  board  members  by 
surprise.  H.  K.  Smith  had  held  both  the  offices 


of  president  and  general  manager.  But  by  1942, 
the  duties  of  general  manager  had  grown,  and 
some  of  the  management  staff  had  left  to 
operate  a  commercial  rice  mill.  R.  E.  Short  quickly 
foresaw  his  responsibilities  becoming  a  full-time 
job.  What  most  astonished  his  colleagues  was  his 
choice  of  a  manager,  who  not  only  wasn't  a 
rice  farmer  but  also  was  not  even  active  in  the 
rice  business.  The  man,  Lester  Clyde  Carter,  was 
known,  respected,  and  liked,  but  members 
wondered  whether  he  understood  the  rice 
industry  and  the  workings  of  a  cooperative. 
Would  not  a  Riceland  Foods  man  with 
management  experience  have  been  a  wiser 
choice?  Despite  the  reservations,  L.  C.  Carter 
proved  knowledgeable  about  rice  cultivation, 
innovative  in  adopting  technology,  and  astute  in 
building  a  dedicated  management  team. 

L.  C.  Carter  was  a  stranger  neither  to  Stuttgart 
nor  to  Riceland  Foods.  He  first  came  into  formal 
contact  with  Riceland  Foods  4  years  earlier  in 
December  1940  when  he  addressed  the  board  of 
directors  on  the  role  of  rice  in  America's  defense 
efforts,  its  use  among  the  needy,  and  the  necessity 
for  providing  funds  to  advertise  rice  to  increase 
primary  demand  for  it  as  a  food  among  Americans. 

L.  C.  Carter  was  known  also  to  Riceland  Foods' 
staff  through  his  position  as  assistant  director 
in  charge  of  the  University  of  Arkansas  Rice 
Branch  Experiment  Station  in  Stuttgart.  Agriculture 
intrigued  him  from  the  time  of  his  boyhood  on 
the  160-acre  family  farm  in  Bradley  County,  Ark., 
where  he  was  the  11th  of  14  children.  His  father, 
who  served  with  compassion  as  a  county  judge, 
inspired  in  L.  C.  Carter  dedication  to  work  and 
to  service  of  his  fellow  man.  Working  his  way 
through  Monticello  Junior  College,  he  transferred 
to  the  University  of  Arkansas,  where  he  majored 
in  agronomy  and  graduated  in  1931. 

Soon  after  graduation,  he  accepted  a  position 
as  a  technical  assistant  to  the  assistant  director  in 
charge  of  the  University  of  Arkansas  Rice  Branch 
Experiment  Station  at  Stuttgart  where  he  worked 
on  rice  and  soybean  research.  Subsequently  he 
held  the  positions  of  county  agent,  and  assistant 
State  agent  of  Arkansas'  4-H  Clubs,  and  in  1937,  he 
returned  to  become  assistant  director  in  charge 
of  the  Rice  Branch  Agricultural  Experiment  Station 
at  Stuttgart.  This  proved  to  be  excellent  prepara- 


tion  for  his  future  role  at  Riceland  Foods.  He 
tested  his  managerial  talents  in  directing  the 
operation,  and  kept  abreast  of  research  break- 
throughs in  agricultural  techniques  and  crop 
varieties,  especially  rice  and  soybeans.  Through 
contact  with  university  personnel  and  forward- 
looking  growers,  his  interest  in  innovative 
practices  was  whetted.  Carter's  practical  shrewd- 
ness in  assessing  the  value  of  innovation  has  been 
of  continuing  importance  to  members  of  Riceland 
Foods.  L.  C.  Carter  has  been  persistent  in 
promoting  new  ways  of  cultivating,  storing, 
processing,  and  marketing  members'  crops.  He 
has  been  especially  effective  in  promoting 
widespread  use  of  rice  drying  practices. 

EXPERIMENTAL  RICE  DRYING 

The  possibilities  of  damage  to  rice  in  shocks 
left  to  dry  in  the  fields  were  numerous.  Rain,  of 
course,  prevented  the  rice  from  drying  and  made 
fields  inaccessible  to  the  cumbersome  threshing 
equipment.  When  the  ground  was  soft  and  moist, 
it  was  not  unusual  to  see  a  team  of  horses 
harnessed  to  a  thresher  struggling  vainly  to  pull 
it  across  the  field.  Winds  also  raised  havoc  by 
overturning  the  shocks  and  wastefully  threshing 
the  rice  onto  the  ground. 

Even  the  migrating  wild  ducks  that  gathered  in 
eastern  Arkansas  each  fall  to  feed  on  the  rice 
field  presented  a  hazard.  Ordinarily  the  damage 
they  did  was  negligible,  but  not  always. 
J.  M.  Spicer,  an  Arkansas  rice  grower  who  has 
harvested  more  than  50  rice  crops,  recalled 
some  exceptional  destruction  due  to  ducks: 

In  one  instance  that  came  under  the  writer's 
notice,  a  hundred  acres  of  a  marvelous  virgin 
crop  of  rice  was  entirely  destroyed  in  three 
nights;  and  that  in  the  face  of  a  whole  "army" 
ot  hunters,  with  lights  and  guns,  trying  to  drive 
out  the  ducks. 

In  addition  to  the  loss  actually  sustained  from 
this  source  was  the  expense  incurred  carrying 
out  various  and  sundry  means  of  protection 
against  it.  As  we  have  indicated,  various  measures 
were  undertaken ;  anything  that  anyone  thought 
might  be  effective.  Men  with  guns  were  hired  to 
patrol  the  field  at  night  or  on  rainy  days — the 
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times  of  greatest  danger;  various  kinds  of 
noise-makers;  all  kinds  of  lights — moving  and 
still;  tractors  with  lights  patrolling  the  fields — a 
combination  of  lights  and  noise  as  deterrents.27 

The  sight  of  the  ducks  did  not  torment 
everyone,  for  hunters  have  gathered  every  fall  in 
eastern  Arkansas,  called  the  duck  hunting  capital 
of  the  world.  Unfortunately,  some  duck  hunters 
added  to  the  grief  of  rice  growers  by  damaging 
the  fields  of  rice  as  if  they  could  not  distinguish 
them  from  fields  of  weeds.  J.  M.  Spicer  described 
the  harm  caused  by  some  hunters: 

Sad  as  it  is  to  relate  and  reluctant  as  we  are  to 
record  it,  a  not  inconsiderable  amount  of  damage 
to  rice  crops,  in  those  days,  was  caused  by  duck 
hunters,  as  well  as  by  the  ducks  themselves.  It  was 


not  unusual  to  find  great  holes  dug  in  the  fields, 
to  be  used  as  duck  blinds;  shocks  would  often 
be  torn  down  and  used  to  "floor"  these  blinds 
or  to  build  blinds;  "cap"  bundles  would  be 
taken  off  to  be  used  as  a  seat  while  waiting  for  a 
"shot."  Cates  would  frequently  be  left  open;  farm 
roads  would  be  "cut  up";  occasionally  (only 
rarely,  be  it  said)  a  fence  would  be  cut  and  a 
crop  would  be  damaged  by  roving  herds  of 
livestock.28 

To  prevent  such  nuisances  from  occurring 
twice  each  year,  the  cooperative  members 
unanimously  opposed  a  change  in  laws  that 
would  allow  a  hunting  season  in  spring  as  well  as 
in  the  fall.  During  the  first  springtime  of  the 
cooperative's  existence,  the  members  wrote  their 
congressmen,  "you  can  rely  on  the  rice  growers 
of  Arkansas,  who  are  all  gentlemen  and 
sportsmen,  going  to  the  last  ditch  to  keep  spring 
shooting  off  the  map."  29 

Efforts  to  overcome  the  hazards  of  rice  harvesting 
through  combining  and  artificial  drying  are  almost 
as  old  as  efforts  to  curtail  the  duck  hunting  season. 
One  grower,  Paul  Wallworth,  had  tried  it  as  early 
as  1929,  but  the  experiment  failed.  J.  M.  Spicer 
described  the  scientific  experiments  in  Arkansas 
initiated  by  John  McWilliams,  a  former  California 
rice  grower: 

The  evidence  is  that  Mr.  McWilliams,  a  resident 
of  California  who  owned  the  rice  farm  on  which 
work  was  done,  had  gone  to  New  Orleans  in  the 
fall  of  1928  to  consult  with  Mr.  W.  D.  Smith- 
then  Senior  Marketing  Specialist  of  the  Bureau 
of  Agricultural  Economics  Grain  Division — 
regarding  the  project.  Having  heard  of  some  work 
that  Mr.  Smith  had  done  in  some  rice  mills  in 
Louisiana  in  1925  and  in  1928,  Mr.  McWilliams 
suggested  a  joint  project  with  combined  rice  on 
his  farm  in  Arkansas. 

The  proposition  was  that  Mr.  McWilliams 
would  furnish  and  combine  the  rice  crop,  and 
would  build  the  necessary  buildings,  the  Hess 
Dryer  Company  would  install  the  drying 
equipment  and  that  Mr.  Smith's  office  would 
undertake  the  laboratory  control  work,  which 


would,  in  effect,  largely  determine  the  conduct  of 
the  experimental  work.  The  proposition  was 
agreed  to  by  all  concerned.  In  the  summer  of 
1929,  Mr.  McWilliams  built  not  only  the  dryer 
house,  but  a  laboratory  building  as  well,  in  which 
Mr.  Smith's  staff  installed  a  full  set  of  testing 
equipment. 

A  number  of  things  were  to  be  determined  by 
this  first  scientifically  controlled  experiment  in 
drying  combined  rice.  Some  of  these  were 
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feasibility,  cost  of  this  method  of  harvesting  rice 
and  most  important  of  all,  the  effect  of  this  new 
method  on  the  market  value  of  rice.  A  pilot 
dryer  was  set  up  in  the  laboratory  as  a  control 
on  the  operation  of  the  main  dryer  and  from 
all  reports,  very  satisfactory  results  were  obtained. 
Local  buyers  report  that  the  dried  rice  was  of 
satisfactory  quality.30 
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Lew-flying  planes  accomplish  such  tasks  as  seeding 
and  fertilizing  once  performed  by  laborers. 


Although  the  results  gave  cause  for  hope,  the 
project  was  abandoned  until  the  1940's.  Perhaps 
the  additional  cost  during  the  Great  Depression 
of  the  thirties  deprived  the  technique  of  economic 
feasibility.  In  the  forties,  the  shortage  of  rice  and 
the  scarcity  of  farm  labor  due  to  World  War  II 
brought  home  the  need  to  develop  the  drying 
operation. 

In  1942,  L.  C.  Carter  began  to  make  his 
distinctive  contributions  to  the  rice  industry. 
As  assistant  director  in  charge  of  the  Stuttgart 
Experiment  Station,  he  guided  the  research  of  X. 
McNeal,  assistant  professor  of  agricultural 
engineering  at  the  University  of  Arkansas,  as 
well  as  the  studies  of  staff  members,  E.  L.  Barger, 
Kyle  Engler,  and  Arthur  Thompson.  To  test  arti- 
ficial rice  drying  techniques,  a  prerequisite  for 
combine  harvesting,  an  experimental  dryer  was 
built  and  700  bushels  of  rice  were  successfully 
dried  by  artificial  methods.  Within  a  year,  a 
larger  drier  was  built  to  test-dry  3,600  bushels. 

Paul  Wallworth,  a  neighbor  of  the  experiment 
station,  who  had  been  working  on  the  problem 
for  years,  was  a  constant  source  of  ideas  and 
encouragement.  Fred  Hoskyns,  a  farmer,  also 
believed  in  spurring  progress  in  farm  techniques. 
So  great  was  his  faith  that  he  risked  tests  on  some 
of  the  crop  from  his  rich  rice  fields.  The  tests 
consisted  of  cutting,  threshing,  and  storing  the 
grain  in  a  continuous  operation  and  then  drying 
the  green  rice  by  an  artificial  heating  apparatus. 
Tests  proved  the  feasibility  of  the  project. 
L.  A.  Black,  whose  wealth  and  security  enabled 
him  to  participate  in  the  experiments,  favorably 
influenced  other  cooperative  members  and 
especially  those  skeptics  who  suggested  a 
thousand  reasons  why  Riceland  Foods  could  not 
adopt  the  innovation. 

L.  C.  Carter  helped  link  the  trials  conducted  at 
the  Stuttgart  Experiment  Station  with  innovations 


adopted  by  Riceland  Foods.  He  directed  the 
investigations  into  modern  methods  as  the 
research  station's  director  and  then  implemented 
the  discoveries  as  general  manager  of  Riceland 
Foods.  Coming  to  Riceland  Foods  at  a  time  when 
the  rice  industry  was  changing,  he  had  allies  in  the 
daring  leadership  of  Riceland  Foods'  board  of 
directors.  R.  E.  Short,  H.  K.  Smith,  Jr.,  Robert 
Smith,  and  G.  R.  Jones  shrewdly  perceived 
opportunities  for  growth  by  making  timely 
changes  for  the  benefit  of  grower-members. 

As  milling  operations  increased  in  volume, 
L.  C.  Carter  had  the  valuable  assistance  of  C.  Clark 
Smith.  Smith  had  begun  his  career  with  Riceland 
Foods  in  1927  as  a  rice  weigher,  gleaning  the 
best  rice  from  a  badly  stored  harvest,  and  by 
1939  he  was  managing  the  Jonesboro  rice  mill. 
C.  C.  Smith  joined  the  management  staff  at 
Stuttgart  in  1946  where  he  supervised  all  sales 
and  milling  operations.  These  were  to  grow 
rapidly  in  the  next  decade.  Gradually  he  assumed 
the  general  manager's  responsibilities  for 
promotion  as  well  as  production.  Coupled  with 
the  innovative  spirit  of  management  was  the 
reliable  cadre  of  competent  workers.  Men  like 
F.  R.  Hoffpauir  had  an  unself-conscious  dedication 
characterizing  his  affiliation  with  Riceland  Foods 


by  the  good-humored  quip,  "They  bought  me 
with  the  mill."  In  his  five  decades  of  service  to 
Riceland  Foods,  he  rose  to  a  position  on  the 
management  team  as  superintendent  of  the 
cooperative's  milling  operations.  When  new 
drying  techniques  were  considered,  "Huff" 
Hoffpauir  already  had  more  than  two  decades 
of  experience  to  facilitate  their  introduction. 

COMMERCIAL  RICE  DRYING 

By  1944,  Riceland  Foods  had  set  up  the  first 
commercial  rice  drying  plant  adjacent  to  its  rice 
mill.  The  installation  dried  194,000  bushels 
harvested  in  the  new  combined  way,  85,000 
bushels  of  rice  separately  harvested  and  threshed, 
and  40,000  bushels  of  oats. 

R.  R.  Rawlings  has  been  responsible  for  this 
phase  of  operations  as  it  has  sharply  expanded 
and  become  more  scientifically  exacting.  The 
rice  passes  through  the  drier  within  24  hours  of 
arrival  from  the  rice  fields;  this  removes  2  to  3 
percent  of  its  moisture.  Then  the  rice  is  placed 
in  storage  bins  for  no  more  than  48  hours  of 
tempering  during  which  the  moisture  equalizes 
throughout  the  kernel.  This  cycle  of  drying  and 
tempering  is  repeated,  three  to  six  times,  until 
the  moisture  content  of  the  kernel  is  below  12!/2 


percent,  at  which  time  the  rice  is  ready  for 
storage  until  milling.  The  grain  storage  bins  are 
equipped  with  temperature  sensing  devices  at 
10-foot  intervals.  When  the  temperature  rises 
above  acceptable  levels,  elevator  personnel  know 
that  the  rice  must  be  turned  and  aerated.  First 
attempts  at  aeration  processes  began  in  a  plywood 
model  at  the  Stuttgart  Experiment  Station  in  the 
fall  of  1945,  and  by  1948,  Riceland  Foods  had 
installed  the  first  complete  commercial  aeration 
system  when  it  expanded  its  drier  facilities  at 
Stuttgart.  When  they  were  established  and  built, 
subsequent  driers  throughout  Arkansas  incor- 
porated this  aeration  system. 

SAMPLING  AND  GRADING 

To  facilitate  storage  and  handling,  rice  of  the 
same  variety  and  grade  is  stored  together 


regardless  of  which  grower  delivers  it.  Transfer 
of  title  from  grower  to  cooperative  was  clearly 
established  by  the  courts  in  the  early  days  of  the 
cooperative.  To  ensure  a  fair  return  to  the  grower 
for  premium  rice,  a  sample  of  rice  is  taken  by 
means  of  a  vacuum  probe  pushed  down  through 
the  rice  to  the  bottom  of  each  truckload.  These 
may  number  150,000  samples.  Each  grower 
decides  which  samples  are  to  be  combined  into 
a  composite  sample  for  settlement  purposes. 
Composite  samples  may  then  be  reduced  to 
around  1 7,000,  each  of  which  is  shipped  daily  to 
Riceland  Foods'  appraisal  office  at  Stuttgart 
where  they  are  dried  separately  in  miniature 
driers.  At  this  point,  the  rice  is  analyzed  to  deter- 
mine the  approximate  milling  yield  and  grade. 
On  the  basis  of  this,  the  farmer  receives  his  first 
advance.  Later  in  the  season  after  the  press  of 
harvest  is  over,  an  exact  appraisal  is  made  by 


Drier  workmen  force  a  probe  into  the  truckload  of  rice.  The  probe  vacuums  a  sample  which  is  then  given  a  preliminary  analysis. 


actually  milling  the  rice  in  a  small  laboratory  mill. 
Each  milled  lot  is  analyzed  for  grade  factors 
as  well  as  milling  outturn.  Twelve  grades  are 
based  on  the  presence  of  foreign  material, 
such  as  coffee  beans,  indigo  and  morning  glory 
seeds,  mixed  varieties  of  rice,  chalky  kernels, 
and  broken  or  damaged  kernels.  If  a  grower's  rice 
is  actually  of  a  superior  grade  than  the  preliminary 
assessment  revealed,  he  receives  a  premium 
equalization  payment.  Because  this  payment 
cannot  be  determined  until  all  samples  have  been 
tested,  it  is  not  usually  disbursed  until  the 
spring  after  harvest. 


RICE  MILLING  TECHNOLOGY 

Rice  milling  technology  has  not  changed 
dramatically,  but  Riceland  Foods  has  remained 


alert  to  the  possibilities  of  improvement  through 
innovations.  Riceland  Foods  had  one  of  the  first 
mills  that  switched  from  steam-powered 
equipment  to  electrically  driven  machines. 
And  the  cooperative  was  an  early  adopter  of 
Japanese  rubber-covered  cylinders  in  rice  milling 
rollers.  The  milling  process  has  a  number  of 
simple  stages.  First,  a  cleaning  stage  is  designed 
to  remove  dirt,  stones,  weed  seeds,  and  stem. 
Then  follows  a  shelling  stage  wherein  the  outer 
hull  is  removed  by  passing  the  rice  through  two 
rollers  that,  by  revolving  at  different  speeds,  tend 
to  pinch  the  hulls  from  the  kernels  without 
crushing  them.  These  two  stages,  preliminary  to 
the  millinR  process,  yield  brown  rice.  The  first 
milling  pass  removes  the  outer  layers  of  bran  and 
the  germ.  A  second  milling  step,  the  fourth  in  the 
whole  process,  removes  any  residual  bran,  and 
brushing  polishes  the  kernels.  A  final  sizing  step 


After  a  sample  of  rice  is  taken,  each  truck  proceeds  to  loading  pit  where  a  hydraulic  lift  tilts  it  to  spill  grain  through  slotted  floor. 
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A  steady  stream  of  milled  rice  flows  to  market. 
Packaging  lines  prepare  the  rice  under  the  Riceland 
label  for  sale  in  U.S.  supermarkets. 


separates  whole  kernels  from  broken  kernels, 
and  the  rice  is  ready  for  blending  to  meet 
customer  specifications.  Figure  5  shows  the 
relative  amounts  of  various  products  that  the 
milling  process  yields. 

EARLY  NEW  PRODUCT  DEVELOPMENT 

Riceland   Foods  remained  open  to  new 
manufacturing  processes  and  promoted  research 
on  new  products  and  processes.  One  man  who 
was  attracted  to  Riceland  Foods  in  the  1940's 
was  Attulah  Ozai  Durrani,  who  proposed  many 
innovative  products  and  processing  techniques 
for  Riceland  Foods.  And  Riceland  Foods 
encouraged  him  by  advancing  funds  to  finance 
his  research. 

In  December  1940,  Durrani  proposed  a  rice- 
canning  venture  based  on  a  method  he  was 
perfecting  on  the  recommendation  of  Continental 
Can  Company.  H.  K.  Smith  was  disinclined  to 
enter  the  canning  business,  and  preferred  instead 
to  supply  rice  to  a  canner  willing  to  use  the 
method.  Consequently,  to  support  the  research, 
the  board  awarded  Durrani  $500  and  prompted 
him  to  find  a  canner  willing  to  use  the  process. 
When  canners  evinced  little  interest,  Durrani 
presented  to  the  board  his  ideas  on  3-minute 
packaged  rice.  Again  they  approved  further 
experimentation.  Within  a  year,  General  Foods 
undertook  financing  Durrani's  research,  and 
began  to  market  his  quick-cooking  rice.  In  late 
1942,  Durrani  turned  to  studying  a  new 
continuous  parboiling  process  that  would  be  a 
more  efficient  manufacturing  process  than  the 
conventional  process  of  cooking  the  rice  in 
batches.  In  1943,  he  promoted  the  idea  of 
extracting  oil  from  rice  and  interested  at  least 
two  oil  machinery  firms  in  the  project.  The  board 
allocated  funds  ($1,500)  to  support  his  efforts.  As 
it  turned  out,  Riceland  Foods  introduced  no  new 
products  as  a  direct  result  of  its  association  with 
A.  O.  Durrani,  but  is  credited  for  fostering  his 
research. 

Throughout  the  1940's,  Riceland  Foods, 
increasingly  occupied  with  finding  a  breakthrough 
in  rice-drying  technology,  and  in  the  assimilation 
of  local  affiliates,  postponed  its  product 
development  efforts.  In  the  mid-1950's,  Riceland 


Foods  introduced  a  new  product  called  Rice  Bits 
in  an  attempt  to  get  a  higher  price  for  its  broken 
rice  than  brewers  were  willing  to  pay.  In  June  of 
1955,  the  board  authorized  L.  C.  Carter  to  have 
the  name  Rice  Bits  registered  as  a  trademark. 

RICE  PARBOILING  PROCESS 

One  manufacturing  process  researched  by  Durrani 
was  subsequently  undertaken  that  yielded  new 
products  for  Riceland  Foods.  It  began  in  the 
late  1950's  as  an  attempt  to  supply  parboiled  rice 
to  India  under  a  Public  Law  480  (Food  for  Peace) 
contract.  The  process  begins  with  preliminary 
removal  of  foreign  materials,  hulls,  and  kernels 
stripped  of  hulls.  Before  milling,  however,  the  rice 
is  steeped  for  2  hours  in  a  cooker  through  which 
hot  (150°  F.)  water  under  50  pounds  of  pressure 
circulates.  Then  the  rice  is  cooked  (240°  F.)  at 
16  to  18  pounds  pressure  for  9  to  10  minutes. 


Moisture  in  the  rice  is  gradually  lowered  after 
cooking  from  40  to  13  percent,  and  the  heat  is 
lowered  from  125°  F.  by  repeated  subjection 
to  drying-tempering  cycles  for  3  to  6  days. 
During  this  time,  the  kernel  hardens  and  becomes 
ready  for  milling. 

Parboiling  gelatinizes  the  starch  in  the  kernel, 
lessening  the  possibility  of  its  breaking  along  the 
sun  check,  or  stress,  lines.  Consequently,  the 
kernels  emerge  as  translucent  hard  grains  and 
fewer  of  them  break  during  milling,  which 
improves  yields.  Parboiling  also  prevents 
germination,  and  destroys  molds,  insects,  and 
spores.  These  effects  lengthen  the  shelf  life 
of  the  rice,  and  at  the  same  time  prevent  the  rice 
grains  from  sticking  together  when  they  are 
cooked.  Unfortunately,  the  parboiling  process 
accentuates  the  color  and  size  of  a  dark  spot 
called  peck  that  is  caused  by  insects  that  have 
fed  on  the  tip  of  the  kernel  while  it  was  still  in  a 


FIGURE  5.   RICE  MILLING  PROCESS,  APPROXIMATE  PRODUCT  PROPORTIONS, 
AND  MAIN  USES 
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milky  soft  state  before  harvest.  When  this  defect 
was  found  to  have  turned  consumers  away  from 
buying  the  product,  Riceland  Foods  installed 
electronic  scanning  equipment  to  spot  and  reject 
the  offending  peck-stained  kernels. 

Ironically,  by  July  1961  when  the  plant  had 
produced  97,000  to  113,000  hundredweight  of 
parboiled  rice  with  no  production  difficulties, 
no  overseas  P.L.  480  sales  materialized.  Riceland 
Foods  then  packaged  and  marketed  the  parboiled 
rice  as  Vita  Grain,  and  later  as  Chefway  condi- 
tioned rice. 

SHIPPING  IMPROVEMENTS 

As  greater  production  increased  shipments  from 
local  driers  to  mills,  and  from  mills  to  markets, 
efficiency  in  shipping  methods  meant  more 
savings  for  grower-members  and  better  service 
to  customers.  Prompted  by  the  need  for  the 
efficiency  of  hopper  car  unloading  and  the 
weather  protection  of  box  cars,  Riceland 
persuaded  railroads  to  let  it  use  covered  hopper 
cars  for  rice  shipments.  As  shipments  overseas 
increased,  Riceland  arranged  with  Central  Gulf 
Lines,  operator  of  the  first  "Lighter  alongside 


ship"  (LASH),  to  use  their  new  piggyback 
barges.  These  new  barges  are  loaded  at  the 
Helena  plant  on  the  Mississippi,  lashed  together, 
and  towed  to  New  Orleans  where  they  are 
hoisted  on  board  oceangoing  vessels  for  the 
overseas  trip  to  Europe.  They  are  unloaded  at 
river  ports  and  towed  upriver  to  inland  markets. 

INNOVATIVE  CONSTRUCTION 

The  need  for  additional  drier  storage  facilities 
due  to  sales  expansion  impelled  Riceland  Foods 
to  develop  its  own  construction  department  in 
1946.  With  a  basic  crew  of  20,  on  some  large 
projects  it  has  directed  as  many  as  600  additional 
workers.  Although  it  has  constructed  units  as 
complex  as  a  soybean  processing  plant,  a 
hydrogenation  plant,  a  rice  mill,  and  rice 
parboiling  facilities,  much  of  its  work  involves 
erecting  steel  storage  tanks  and  building  cement 
grain  storage  elevators.  In  building  elevators, 
Riceland  Foods  adopted  an  unconventional 
"slip-form"  mode  of  construction,  a  method 
using  a  movable  form  that  slides  upward  after 
the  cement  poured  into  it  takes  firm  shape. 
Then  as  fresh  cement  is  added,  the  firm  but  still 


A  complex  of  conveyor  systems  facilitates  materials  handling  of  thousands  of  tons  of  grain  and  byproducts  at  Riceland  Foods  driers 

and  processing  plants. 


moist  cement  gradually  gives  shape  to  the  circular 
elevator  walls  that  harden  into  one  continuous 
piece  from  ground  level  to  peak  heights  of  150 
feet  or  more.  When  this  technique  was  first 
used  by  Riceland  Foods,  local  "sidewalk 
engineers"  scoffed  at  the  method,  predicted 
it  would  collapse  into  a  shapeless  mound,  and 
generally  derided  it  as  a  "mud-house"  that  was 
unsuitable  for  storing  rough  rice,  much  less 
clean  milled  rice.  Successful  results  have  silenced 
the  skeptics,  and  the  method  has  become  a 
familiar  one  as  Riceland  Foods  built  the  structures 
at  dozens  of  locations  in  eastern  Arkansas. 

In  the  late  1940's,  these  tall  gray  structures 
appeared  in  county  after  county  as  part  of 
Riceland  Foods'  expansion  program.  In  the  center 
of  the  Grand  Prairie,  Riceland  Foods'  towering 
elevators  silhouette  the  Stuttgart  skyline.  To  the 
north,  they  stand  at  the  wide  expanse  of  Crowley's 
Ridge  where  the  Jonesboro  Division  of  Riceland 
Foods  is  located.  In  the  west  at  Lonoke,  Riceland 
Foods  constructed  a  drier  and  elevators  in  1945. 
And  in  the  same  year,  growers  to  the  east  at 
Wheatley  built  their  rice  drier.  Toward  the 
south,  Riceland  Foods  incorporated  another 
affiliated  cooperative  drier  at  McGehee  in 
1948.  This  process  of  growth  continued  through 
the  1950's,  the  1960's,  and  into  the  1970's,  by 
which  time  its  22  drier  divisions  had  many  more 
satellite  receiving  locations. 

SHIFT  IN  U.S.  RICE  POLICY 

Scarcely  had  this  growth  in  rice  sales  begun  for 
Riceland  Foods  when  the  world  supply-demand 
relationship  changed  from  the  sales  pattern 
of  the  World  War  II  years  and  their  aftermath. 
Shortages  that  prompted  a  rise  in  demand  for 
U.S.  rice  began  to  be  filled  by  the  traditional 
rice  growing  countries  returning  to  production. 
In  fact,  if  it  were  not  for  the  Korean  conflict, 
the  surplus  carryover  stocks  might  have  reached 
excessive  levels  even  earlier  in  the  1950's.  The 
carryover  of  rice  of  4,519,000  hundredweight  in 
1950  rose  to  34,618,000  hundredweight  by  1955. 
To  curb  the  increases  in  carryover  stocks,  which 
were  becoming  unmanageable,  a  new  agricultural 
policy  was  legislated  in  1954.  That  law  still  guides 
rice-grbwing  decisions  today. 


Two  basic  principles  are  operative.  First, 
acreage  limitations  on  rice  growing  were  imposed 
to  curtail  the  swelling  carryover  trend.  Allotment 
of  acreage  is  determined  by  a  formula  that 
ensures  an  equitable  distribution  of  a  limited 
number  of  acres  to  growers  according  to  their 
past  record  of  acreage  cultivated  for  rice.  The 
total  acreage  to  be  allocated  is  determined  by  the 
U.S.  Department  of  Agriculture  according  to 
estimated  yields,  anticipated  domestic  and  export 
demand,  and  projected  carryover  needs.  The 
acreage  allotment  can  be  changed  as  needed  to 
draw  off  or  build  up  carryover  stocks.  The  initial 
allotment  of  1,928,334  acres  set  for  production 
in  1955  was  cut  back  to  1,652,596  in  1956. 
Periodically,  acreage  allotments  are  changed  to 
meet  supply-demand  situations.  Thus,  in  1973, 
allotments  were  increased  to  more  than  2  million 
acres,  and  cut  back  to  1.8  million  acres  in  1975. 

Marketing  quotas  were  lifted  for  the  first 
time  in  1974  and  again  in  1975.  This  meant  that 
anyone  who  wished  to  do  so  could  grow  rice 
without  a  penalty,  but  only  those  planting  within 
their  allotted  acres  would  have  recourse  to 
the  price  support  and  loan  program.  Total  pro- 
duction from  the  1974  crop  (eligible  and 
ineligible  rice)  sold  well  above  support  prices, 
so  loan  levels  were  never  a  factor  in  the 
marketplace. 

The  second  feature  of  the  1954  legislation  is 
that  it  ensures  growers,  or  their  cooperative,  a 
minimum  support  price  for  their  crop  through 
the  mechanism  of  a  nonrecourse  loan.  This 
technique  of  price  support  enables  Riceland 
Foods  to  make  partial  payment  to  the  grower 
for  his  rice  at  harvest  even  though  it  may  hold  the 
rice  for  several  months  before  milling  and 
marketing  it.  Accordingly,  Riceland  Foods  pays  a 
grower  a  set  percentage  of  the  support  price  on 
delivery  and  then  subsequent  partial  payments 
every  month  or  two  as  rice  is  milled,  until  the 
grower  has  received  the  total  value  of  his  crop. 

The  acreage  allocation  scheme  gradually 
achieved  its  purpose,  lowering  carryover  stocks 
to  5,334,000  hundredweight  by  1961.  When  the 
rice  allotments  left  some  growers  with  land  on 
which  they  could  no  longer  grow  rice,  they  turned 
to  the  production  of  other  crops,  such  as 
soybeans. 
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Soybean  hulls  when  split  release  beans  that  are  reservoirs  of  riches. 


Chapter  IV 

SOYBEAN  GROWERS:  A  NEW  BRANCH 
OF  THE  RICELAND  FOODS  FAMILY 


Soybeans  are  .  .  .  too  new 
a  crop  to  evince  much 
nostalgia  in  farmers.  No 
one  loves  a  soybean 
except  the  Chinese  and 
the  Japanese  who  learned 
to  convert  it  to  delectable 
sauces  and  palatable 
curds  eons  ago. 

Richard  Rhodes,  The 
Atlantic  Monthly,  January 
1975 


THE  CHOICE 

The  1955  rice  acreage  controls  legislation  cut 
back  rice  production,  and  prompted  a  change  that 
could  send  Riceland  Foods'  sales  skyrocketing. 
H.  K.  Smith,  Jr.,  like  his  father,  was  president  of 
the  cooperative  at  a  critical  point  in  its  history. 
He  had  witnessed  his  father  establish  a  new 
quality  of  confidence  in  the  cooperative.  Now  he 
was  to  preside  over  the  cooperative  while  it 
chose  between  static,  or  possibly  declining,  rice 
sales  and  the  complexities  of  expansion  through 
sales  of  added  commodities. 

Local  grower-members  were  eager  to  use 
that  portion  of  their  land  no  longer  eligible  for 
rice  program  benefits.  And  they  looked  to  their 
cooperative  for  help.  Among  the  first  to  suggest 
a  soybean  marketing  service,  with  unforgettably 
hearty  enthusiasm,  was  L.  F.  Seidenstricker  of  the 
Riceland  Foods  drier  division  at  Hazen.  As  early 
as  1955,  he  urged  Riceland  Foods  to  initiate  a 
soybean  program,  and  the  growing  consensus 
among  members  made  the  decision  inevitable. 
Looking  back,  W.  F.  Carle  used  the  words  of 
Shakespeare  to  characterize  that  decision  in  his 
1971  general  sales  manager  report,  "There  is 
a  tide  in  the  affairs  of  men,  which,  taken  at  the 
flood, -leads  on  to  fortune." 


Success  was  not  sudden  for  there  Were  serious 
marketing  obstacles  to  overcome.  Management 
realized  that  growers  would  not  have  an  effective 
cooperative  marketing  program  if  Riceland 
Foods  acted  only  as  a  seller  of  soybeans.  Yet, 
however  necessary  soybean  processing  appeared, 
they  knew  it  involved  a  much  more  sophisticated 
technology  than  rice  milling.  Further,  the  vision 
of  challenging  national  brand  salad  oil 
manufacturers  through  advertising,  and  on  the 
supermarket  shelves,  prompted  tremors  of 
anxiety.  Nonetheless,  no  matter  how  difficult 
the  task,  manufacturing  and  marketing  soybean 
products  seemed  a  right  and  necessary  step. 

SOYBEAN  FEASIBILITY  STUDY 

To  assure  himself  that  soybean  marketing  was  a 
constructive  step  for  the  cooperative,  L.  C. 
Carter  arranged  for  a  systematic  appraisal  of  grain 
marketing  prospects  in  Arkansas.  One  source  of 
such  a  study  was  Farmer  Cooperative  Service 
(FCS)  which  had  been  providing  research, 
technical  assistance,  and  education  to  farmer 
cooperatives  since  1926.  It  was  set  up  as  the 
Cooperative  Marketing  Division  of  the  U.S. 
Department  of  Agriculture  under  Secretary 
William  Jardine  (1925-29).  Assisting  cooperative 
efforts  was  seen  then  and  now  as  a  way  of 
preserving  the  family  farm,  a  goal  which  is  integral 
to  the  American  way  of  producing  food  and  fiber 
products. 

In  the  spring  of  1958,  Farmer  Cooperative 
Service  assigned  Daniel  McVey  to  undertake  the 
first  of  several  studies  for  Riceland  Foods.  His 
grain  marketing  survey  could  help  the  cooperative 
decide  whether  Riceland  Foods  should  market 
soybeans  for  its  grower-members.  McVey's 
report  confirmed  the  upward  trend  in  soybean 
cultivation  in  Arkansas  between  1940  and  1958. 
Soybean  acreage  was  up  820  percent-from 
179,000  acres  to  1,648,000.  Output  per  acre  was 
up,  too,  by  50  percent — from  13.3  bushels  per 
acre  to  21.4  bushels.  Because  of  higher  yield  on 
more  acres,  soybean  production  jumped  1,277 
percent— from  2,380,000  bushels  to  32,801,000 
bushels.31 

What  was  more  relevant,  the  growth  trend 
was  most  impressive  in  the  Delta  counties  where 


H.  K.  Smith,  Jr.,  President  (1953-61). 


Riceland  Foods  had  12  operating  cooperatives. 
Handling  soybeans  at  these  driers  was  compatible 
with  their  existing  rice  operations.  Furthermore, 
grower-members  of  Riceland  Foods  planted  2 
acres  of  soybeans  for  each  acre  of  rice  cultivated. 
The  typical  rice  farmer  at  that  time  was  described 
by  the  Arkansas  Rice  Promotion  Association  as: 

(He  is)  a  man  in  his  early  40' s.  He  has  about 
$33,000  invested  to  realize  a  return  of  about 
$6,000,  and  his  average  100-acre  rice  production 
is  just  a  part  of  his  300-acre  farm.  He  uses 
the  other  acreage  for  such  crops  as  cotton  and 
soybeans,  and  plants  the  rice  on  a  given  field 
only  every  third  year.32 

The  study  led  to  one  conclusion:  Riceland  Foods 
and  its  members  were  clearly  ready  to  begin 
marketing  soybeans. 

RICELAND  DIVERSIFIES 

Growers  from  Brinkley,  DeValls  Bluff,  Hazen, 
Lonoke,  Weiner,  and  Wheatley  met  to  approve 
articles  of  incorporation  for  a  soybean  marketing 


cooperative  on  August  20,  1958.  A  week  later 
the  articles  were  filed  and  on  August  29  the 
Arkansas  Grain  Corporation  was  incorporated.  It 
would  operate  as  a  sister  cooperative  to  The 
Arkansas  Rice  Growers  Cooperative  Association 
and  share  common  receiving,  drying,  and  storing 
facilities.  To  build  additional  storage  capacity 
for  soybeans,  grower-members  of  the  four  locals 
purchased  a  required  number  of  shares  as 
specified  by  the  board  of  directors  for  each  acre 
of  soybeans  destined  for  marketing  through  the 
new  cooperative,  usually  7.5  shares  at  $1.00 
per  acre.  Together  they  planned  to  set  up 
elevators  with  2-million  bushel  capacity — 600,000 
bushels  at  both  Hazen  and  Weiner,  400,000  at 
Wheatley,  and  200,000  at  Lonoke.  The  board  of 
directors  authorized  management  to  borrow 
funds  from  the  St.  Louis  Bank  for  Cooperatives 
to  supplement  the  money  that  members  raised 
through  sale  of  preferred  stock,  and  construction 
of  soybean  storage  facilities  got  underway  in 
1958  at  Hazen  and  Weiner. 

VARIATIONS  ON  POOLING 

Since  rice-growing  members  were  accustomed  to 
the  use  of  a  seasonal  pool,  which  worked  well 
for  them,  the  same  pooling  arrangement  was 
applied  to  soybean  handling.  W.  F.  Carle 
described  how  this  worked  in  an  address  to  the 
annual  meeting  of  the  American  Institute  of 
Cooperation: 

Over  95  percent  of  the  1961-crop  soybeans 
handled  by  the  Arkansas  Grain  Corporation  were 
received  during  the  harvest  directly  from  the 
combines.  A  "First  Advance"  of  "$2.06  per 
bushel"  was  issued  to  each  producer  at  the  drier 
where  delivery  was  completed.  Additional 
advances  at  the  rate  of  lOi  per  bushel  each  were 
issued  during  January,  March,  and  June.  The  total 
amount  advanced  to  date  is  $2.36  per  bushel. 
A  "Final  Settlement"  will  be  issued  after  the 
books  have  been  closed  on  July  31st  and  the 
audit  has  been  completed.  The  "Final  Settlement" 
will  be  the  actual  "Net  Proceeds"  due  on  a 
quantity  and  quality  basis  less  the  amounts 
previously  advanced.33 

Because  many  soybean  grower-members  had 
not  belonged  to  Riceland  Foods  Rice  Division, 


During  the  1950's  and  1960's,  central  offices  were  housed  in  the  three-story  brick  building  in  Stuttgart  (front  center). 


they  were  not  familiar  with  the  seasonal  pooling 
arrangements  whereby  growers  received  a 
payment  based,  not  on  the  spot  price  on  delivery 
day,  but  on  the  average  price  Riceland  Foods 
received  during  the  whole  year.  Consequently,  to 
accommodate  prospective  soybean  grower- 
members,  Riceland  Foods  introduced  an 
alternative  method  of  pooling — the  purchase 
pool. 

The  purchase  pool  has  several  variations.  First, 
a  grower  can  sell  for  a  cash  price  at  the  time  of 
delivery  as  described  above.  Another  is  the 
booking  program  that  allows  growers  to  contract 
for  sale  at  a  current  or  future  date,  at  which  time 
payment  is  made.  The  third  permits  a  grower 
to  store  the  grain  and  postpone  his  selling 
decision  until  the  July  following  harvest.  During 
that  period,  a  grower  can  sell  on  any  day  he 
decides  at  the  spot  price.  Or  he  can  sell  for  future 
delivery,  although  there  is  a  storage  charge  if 
Riceland  Foods  holds  the  grain  after  February  1st. 
If  a  grower  makes  no  selling  decision  before  the 
July  cutoff  date,  he  automatically  receives  the 


current  market  price  in  effect  at  the  warehouse 
where  delivered  at  the  close  of  the  last  official 
commodity  trading  day  in  July. 

The  variety  of  pooling  packages  attracted 
increasing  numbers  of  soybean  growers,  and 
within  a  year  construction  of  more  soybean 
storage  facilities  had  to  be  undertaken  at  Corning, 
Jonesboro,  Fair  Oaks,  Hickory  Ridge,  and  Des 
Arc,  which  brought  total  capacity  in  1959  to 
7.5  million  bushels.  Many  Riceland  Foods  local 
cooperatives  built,  bought,  leased,  or  rented 
additional  satellite  storage  facilities  to  increase 
total  capacity  and  simultaneously  to  bring 
receiving  points  closer  to  outlying  soybean 
growers.  Within  15  years  of  its  formation,  Rice- 
land Foods  Rice  and  Soybean  Divisions  had  at 
their  disposal  a  storage  capability  of  70  million 
bushels  spread  across  more  than  60  locations 
in  eastern  Arkansas. 

FEASIBILITY  OF  PROCESSING 

Convinced  that  soybean  marketing  would  impel 
the  cooperative  into  soybean  processing,  L.  C. 
Carter,  within  months  of  the  first  study,  requested 


a  second  study  by  Farmer  Cooperative  Service. 
Again  Daniel  McVey,  assisted  by  Leonard  Conyers, 
began  the  investigation,  "Should  The  Arkansas 
Grain  Corporation  Establish  a  Soybean  Crushing 
Plant,  and  If  So,  Where?"  34  Within  6  months,  the 
completed  research  report  supported  Riceland 
Foods'  proposal  to  enter  soybean  processing. 
Riceland  Foods,  it  noted,  was  ideally  situated 
relative  to  the  increasing  Arkansas  soybean 
supply  and  the  expanding  Arkansas  livestock  and 
poultry  industry — both  potentially  heavy  users 
of  soybean  meal.  Demand  for  oil  products 
derived  from  soybeans  destined  for  human 
consumption  was  expected  to  increase  as  rapidly 
as  demand  for  meal.  The  time  was  right  to  begin 
crushing  soybeans.  The  question  of  plant  location 
remained. 

FCS  analyzed  five  sites — Brinkley,  Jonesboro, 
North  Little  Rock,  Memphis,  and  Stuttgart.  Of 
these  the  most  logical  location  for  the  soybean 
processing  plant  was  Stuttgart,  where  the 
cooperative  head  offices  and  management  team 
were  located.  It  was  the  site  of  a  rice  milling 
facility  and  a  million-bushel  storage  elevator,  the 
use  of  which  could  decrease  needed  investment 
costs  by  $1  million.  Furthermore,  the  Stuttgart 
site  had  advantageous  access  to  two  rail  lines,  the 
Chicago,  Rock  Island  &  Pacific,  and  the  St.  Louis 
Southwestern  (Cotton  Belt).  These  two  carriers, 
which  served  9  of  the  12  Riceland  Foods 
cooperatives  operating  in  1959,  formed  a  valuable 
transportation  network  for  the  cooperative 
system. 

OIL  EXTRACTION  TECHNOLOGY 

Some  mills  in  Arkansas  still  remove  oil  from 
cottonseed  by  crushing  as  was  done  in  Biblical 
times.  Although  modern  mechanical  equipment 
develops  a  high-pressure  crush,  which  expels 
oil  faster,  still  its  capacity  range  at  100  to  4,000 
pounds  an  hour  is  limited  and  is  needed  only 
where  the  oil  content  is  40  percent  or  more. 
Furthermore,  mechanical  methods  leave  a 
6-percent  oil  content  in  the  meal  after  crushing. 
Riceland  Foods  needed  a  much  larger-scale 
process  to  remove  a  greater  percent  of  oil  from 
500  to  1,000  tons  of  seeds  a  day.  To  achieve 
such  goals,  the  cooperative  uses  the  modern 


method  of  soaking  soybean  flakes  in  an  organic 
solvent,  such  as  hexane,  a  highly  flammable 
petroleum  derivative.  Often,  for  reasons  of 
efficiency  and  economy,  both  techniques,  crush- 
ing and  solvent  extraction,  are  combined  in  a 
several-stage  process.  The  three  stages  are: 
preparation,  extraction,  and  finishing. 

Preparation  involves  cleaning,  hull  removal, 
cracking,  conditioning,  and  flaking  of  soybeans — 
all  simple  processes.  Cleaning  is  designed  to 
remove  foreign  matter  such  as  metal  scraps,  dirt, 
stones,  and  alien  seeds.  The  equipment  is  not 
complex:  screens  eliminate  materials  of  different 
size  from  soybeans;  aspirators  or  blowers  separate 
materials  of  different  weight  from  soybeans,  and 
magnets  draw  out  metal  scraps  that  could  damage 
machinery.  Decorticating  equipment  strips  the 
hulls  from  the  soybeans,  and  aspirators,  together 
with  shakers  and  screens,  sift  out  the  hulls  from 
the  seeds.  The  soybeans,  after  being  cracked  and 
flattened  into  flakes  are  cooked  to  adjust  their 
moisture  content.  This  step  facilitates  oil  removal 
by  providing  more  surface  exposure  from  which 
the  solvent  can  remove  oil. 

In  the  solvent  extraction  stage,  hexane  flows 
into  the  extractor  containing  the  flakes,  dissolves 
the  fatty  substances,  and  carries  off  the  oil  in 
solution,  called  miscella,  to  the  distillation 
process.  The  steam  heats  the  miscella  causing  the 
hexane  to  evaporate  into  a  condenser  that 
liquefies  it  preparatory  to  recycling.  From  this 
distillation  process  the  crude  oil  is  pumped  into 
a  storage  tank  for  further  processing.  The  meal 
in  the  extractor  is  similarly  heated  to  vaporize  the 
hexane,  which  then  is  restored  to  its  fluid  state 
by  condensers  and  recycled  for  the  next  batch. 
Although  a  small  amount  of  hexane  is  lost  each 
time,  the  process  can  be  repeated  indefinitely. 

SOYBEAN  PRODUCT  FAMILY 

The  meal,  with  its  oil  content  reduced  to  less 
than  1  percent,  is  then  ready  for  preparation  into 
a  variety  of  products.  One  preparatory  step  is 
toasting  the  meal  to  improve  its  taste,  palatability, 
and  protein  nutritive  value,  because  much  of  it 
will  be  sold  as  feedstuff.  Because  protein  content 
of  the  meal  is  critical  to  its  value  as  feed  for 
poultry  and  livestock,  meal  formulations  must  be 


carefully  monitored.  For  example,  poultry  feed 
requires  50-percent  protein  content,  and  livestock 
generally  needs  a  44-percent  level.  Consequently, 
the  valuable  meal  will  be  mixed  with  low-cost 
fillers  to  bring  both  cost  and  protein  down  to 
levels  satisfactory  to  purchasers. 

Figure  6  charts  the  numerous  products  for 
human,  livestock,  and  industrial  consumption 
that  soybeans  yield.  Currently,  soybean  meal 
is  also  being  ground  into  soya  flour,  or,  by  more 
technologically  sophisticated  methods,  extruded 
or  spun  into  textured  vegetable  protein  foods  for 
human  consumption.  Food  technologists  have 
been  able  to  make  artificial  meats,  or  meat 
analogs  as  they  are  called,  that  consumers  often 
cannot  distinguish  from  chicken,  beef,  bacon,  and 
tuna  fish.  The  growing  appeal  of  these  foods, 
available  at  lower  cost  than  their  counterparts, 
and  with  roughly  equivalent  nutritive  value, 
promises  to  provide  a  growing  market  for 
soybeans  for  the  developing  as  well  as  the 
developed  nations  of  the  world. 

Extracted  oil  must  go  through  other  stages  such 
as  degumming,  refining,  and  deodorizing  to 


enhance  its  marketability.  A  winterization  process 
has  been  installed  at  Riceland  Foods  that  makes 
soybean  oil  comparable  to  the  more  stable  oils 
such  as  cottonseed  and  corn  oil  by  removing  the 
fatty  acids  that  may  cause  off-flavors.  Con- 
sequently, Riceland  Foods  extended  its 
technological  capabilities  by  mastering  each  of 
these  stages  to  produce  oil  of  high  quality. 
Furthermore,  Riceland  Foods  broadened  the 
range  of  its  marketable  oil  products  by 
transforming  some  of  the  oil  into  shortening 
through  a  hydrogenation  process. 

Grower-members   increased  soybean 
production  year  after  year.  Ten  months  after 
the  plant  opened  in  the  fall  of  1960,  W.  F.  Carle 
reported  to  grower-members  that  the  plant  had 
processed  170,000  tons  of  soybeans,  yielding 
137,000  tons  of  meal  and  33,000  tons  of  oil  and 
lecithin.  Figure  2  in  chapter  I  depicts  the  rapid 
dollar  growth  of  soybean  sales  made  by  Riceland 
Foods  for  its  members.  Between  1959  and  1963, 
sales  volume  had  grown  from  40,000  to  340,000 
tons,  straining  Riceland  Foods'  processing 
capacity. 


Glossy,  yellow,  spherical,  and  pea-sized,  with  a  streak  of  black  at  their  seed  scars,  these  soybeans  are  ready  for  processing. 
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WHERE  TO  BUILD  ANOTHER  PLANT 

In  the  light  of  expected  growth  in  soybean 
production  by  Riceland  Foods'  members,  L.  C. 
Carter  again  called  on  Daniel  McVey  in  late  1962 
to  examine  the  question  of  where  to  locate  an 
additional  processing  plant  in  Arkansas.  The  board 
of  directors  had  already  decided  another  plant 
was  needed  and  that  it  should  have  a  1,500-ton- 
per-day  capacity  with  an  accompanying  5-million 
bushel  elevator. 

McVey  studied  seven  locations  in  terms  of  their 
relative  levels  of  soybean  production,  variable 
processing  costs,  transportation  access,  and 
potential  markets.  Whereas  the  first  soybean 
processing  plant  had  been  located  in  Stuttgart 
to  supply  the  growing  Southwest  broiler  industry 
in  Arkansas,  Louisiana,  and  Texas,  markets  in  the 
Southeast  and  in  Europe  were  now  exercising  a 
tidal-like  attraction  eastward,  thereby  influencing 
the  choice  of  a  plant  site.  Availability  of  water 
transportation  to  link  up  the  plant  with  seagoing 
vessels  was  an  important  determinant  in  the  final 
choice  of  a  105-acre  site  on  the  banks  of  the 
Mississippi  River  at  Helena.  Oil  and  meal  could  be 
shipped  by  barge  to  southern  ports  for  export. 
In  addition  to  its  proximity  to  water  transporta- 


tion, Helena  had  rail  transit  privileges  and  the 
benefits  of  special  rates  on  shipments  from  seven 
of  Riceland  Foods'  drier  affiliates. 

To  finance  the  $9  million  plant  together  with 
its  5-million-bushel  storage  elevator,  Riceland 
Foods  used  what  had  become  its  conventional 
financing  method.  The  St.  Louis  Bank  for 
Cooperatives  loaned  $6.5  million,  and  grower- 
members  raised  an  additional  $2.5  million  by 
purchasing  registered  notes  bearing  6  percent 
interest. 

Plant  construction  that  began  in  early  1963 
seemed  beset  by  delays.  Beyond  the  "normal" 
setbacks,  such  as  a  fire  in  October  1963, 
causing  $60,000  damage  to  conveyor  belts  and 
motors  in  the  new  storage  facilities,  the 
engineering  challenge  itself  was  a  hurdle.  No 
single  plant  of  such  large  capacity,  nearly  double 
that  of  Riceland  Foods'  Stuttgart  plant,  had  ever 
been  built  before.  The  contracting  firm 
encountered  problems  that,  because  of  the  scale, 
could  often  not  be  remedied  by  the  customary 
solutions.  After  2  years  of  construction,  when  the 
plant  could  meet  the  quality  specifications,  it 
could  do  so  only  at  85  percent  of  capacity,  a  level 
beneath  that  guaranteed  by  the  contract.  Well 
into  the  third  year  of  construction,  L.  C.  Carter,  at 


From  its  soybean  processing  plant  at  Helena,  Ark.,  Riceland  Foods  ships  oil  and  meal  by  barges  down  the  Mississippi  for  shipment 
to  overseas  destinations. 


Riceland  Foods'  cannery  in  New  Orleans  (top  center)  is  ideally  located  for  receiving,  canning,  and  shipping  the  soybean  oil  to  export 
markets. 


the  seventh  annual  meeting  on  September  2, 1965, 
announced  that  a  9-month  "shakedown"  period 
would  commence.  Distressed  by  the  delays, 
he  characterized  this  project  as  the  most  difficult 
of  his  22  years  of  business  experience.  Finally, 
at  the  end  of  the  shakedown  period,  on  July  20, 
1966,  the  plant  met  the  required  specifications, 
and  by  then  Riceland  Foods  had  tripled  its 
processing  capacity  to  more  than  2,200  tons  per 
day — 1,400  tons  at  the  Helena  plant  and  850 
tons  at  Stuttgart.  Within  a  year,  it  was  time  to 
expand  Stuttgart's  plant.  A  new  $3  million  plant 
was  constructed  with  a  capacity  equivalent  to  that 
of  the  existing  Stuttgart  plant  of  850  tons-a-day 
capacity. 

ACQUISITION  OF  AN  OIL  CANNERY 

Success  led  Riceland  Foods  to  seek  to  integrate 
forward  into  canning.  A  building  in  New  Orleans 
that  could  be  adapted  and  equipped  to  put  up 
oil  in  1-  and  5-gaIlon  cans  seemed  suitable  and 
available,  so  Riceland  Foods  took  steps  to  lease  it. 
Obstacles  seemed  to  doom  the  lease  arrangement 
until  the  good  citizenship  policy  of  Riceland 


Foods  occasioned  a  break  in  the  deadlock. 
New  Orleans  authorities  were  disinclined  to 
lease  facilities  to  operators  from  out  of  State. 
Riceland  Foods'  management  team  persisted 
in  their  efforts  to  get  the  site.  They  were  assisted 
by  a  businessman  from  New  Orleans,  who  offered 
to  act  as  go-between  when  he  heard  of  Riceland 
Foods'  plight.  The  role  of  matchmaker  suited  him 
well,  apparently,  for  Riceland  Foods  acquired  the 
building  at  its  choice  waterside  location.  It 
undertook  construction  of  canning  lines,  to  which 
it  subsequently  added  a  1-quart  can  line  to 
bring  its  canning  capacity  up  to  its  marketing 
capability. 

The  decision  to  market  soybeans  certainly 
was  a  wise  one  from  the  standpoint  of  growth. 
Sales  of  soybean  products  reached  $85  million 
in  1966  which  surpassed  rice  sales  and  continued 
to  grow,  reaching  $338  million  in  1974.  Soybean 
grower-members  increased  in  number  to  20,000, 
and  storage  facilities  expanded  to  serve  those 
members.  Marketing  the  processed  products  made 
greater  demand  on  the  management  staff,  but  the 
growers  were  confident  Riceland  Foods  would 
succeed  in  marketing  all  their  grain. 


Chapter  V 

MARKETING  CHALLENGE 
AND  ORGANIZATIONAL  COMPLEXITY 


Structure  follows  strategy. 


Alfred  D.  Chandler,  jr., 
Structure  and  Strategy 


BURDEN  OF  EXPANSION 

Grower-members  deliver  more  voluminous 
harvests  of  grain  each  year  and  leave  to  Riceland 
Foods'  management  the  burdens  of  storing, 
processing,  and  marketing.  Other  grain  firms, 
unlike  cooperatives,  can  decide  the  amount  of 
grain  they  intend  to  market.  Riceland  Foods, 
however,  operating  for  the  benefit  of  its  members, 
must  receive  and  market  its  members'  grain  even 
when  demand  for  it  slackens.  In  its  early  years, 
Arkansas  newspapers  praised  the  cooperative's 
achievement  in  handling  $3  million  worth  of  rice 
yearly.  By  1974,  it  sold  more  than  $2  million 
worth  of  grain  every  business  day. 

Not  only  has  its  sales  volume  increased  and  its 
processing  technology  become  more  demanding, 
but  also  the  complexity  of  its  marketing  task 
has  intensified.  Both  rice  and  soybean  processing 
yield  a  variety  of  finished  products,  semifinished 
products,  and  byproducts  as  illustrated  by 
figures  5  and  6.  Markets  for  75  million  bushels 
of  these  products  had  to  be  found  annually 
among  industrial,  retail,  and  Government 
purchases  in  the  United  States  and  in  100 
countries  overseas. 

Coordination  of  grower-members'  rapidly 
expanding  grain  production  with  the  cooperative's 
storing,  processing,  and  marketing  capabilities 
has  forced  on  management  team  members 
increasing  functional  specialization.  The  process 
was  gradual  and  often  imperceptible  because  the 
managers  remained  more  conscious  of  their 
interacting  teamwork  than  of  their  allocated 
responsibilities.  In  marketing  grain,  as  in  combine 


harvesting  it,  the  responsibility  of  each  team 
member  is  to  see  that  no  task  is  left  undone. 
Yet  it  is  a  quasi-law  of  business  organizations 
that  as  they  grow,  the  functional  roles  of 
management  become  more  clearly  defined. 

Frederick  Taylor  convinced  the  business  world 
in  the  first  decade  of  the  20th  century  of  the 
importance  of  organizational  structure  in 
achieving  profitable  operations.  He  earned  the 
reputation  of  father  of  scientific  management 
by  successfully  demonstrating  to  railroads  that 
they  could  save  $1  million  a  year  through 
efficient  managerial  organization.  Subsequently, 
the  practice  of  reorganization  for  improved 
management  efficiency  spread  to  other  industries. 
Dupont  Chemicals,  General  Motors,  and  Sears, 
Roebuck,  among  others,  went  through  drastic 
organizational  changes  in  the  1920's  when 
Riceland  Foods  was  just  getting  underway.35 
The  depression  slowed  corporate  growth  and  with 
it  the  need  for  organizational  restructuring.  And 
World  War  II  production  demands  preoccupied 
management  so  that  the  reorganization  trend 
did  not  regain  its  momentum  until  the  postwar 
years. 

One  scholar  of  business  history,  Alfred 
Chandler,  has  enunciated  the  law  governing 
organizational  change  as:  structure  follows 
strategy.  Changes  in  organizational  structure 
result  not  from  caprice,  but  from  deliberate 
choices  in  marketing  strategy.  When  a  firm 
changes  its  strategy,  it  often  must  alter  the 
structure  of  its  managerial  organization  to 
implement  the  new  strategy.  Cooperatives 
become  more  complex  because,  as  the 
commodities  they  handle  increase  in  number  and 
volume,  each  additional  commodity  adds  a 
whole  new  set  of  variables  with  which 
management  must  contend.  Some  critics  of  large 
cooperatives,  fearful  or  resentful  of  their 
complexity,  would  have  cooperatives  return  to  the 
past  when  simpler  strategies  sufficed.  The  days 
when  cooperative  organization  was  simpler,  and 
management  response  to  grower  needs  seemed 
more  direct,  were  not  the  halcyon  days  that 
critics'  reveries  portray.  The  organization  of 
Riceland  Foods  was  less  complex  in  the  1920's, 
but  who  would  turn  back  the  clock  to  relive  the 
struggles  of  those  days? 


56      STAGES  OF  GROWTH 

There  is  an  objective,  even  predictable,  pattern 
to  the  structural  changes  that  occur  as  an 
organization  grows.  Of  the  four  stages,  the  first 
is  one  in  which  the  manager  directly  controls 
all  aspects  of  the  business.  This  is  the  stage  to 
which  some  critics  of  large  successful  cooperatives 
feel  that  such  cooperatives  should  return — a 
kind  of  Eden  with  the  manager  blissfully  walking 
and  talking  with  the  grower-members.  However, 
this  stage  never  existed  for  Riceland  Foods. 

With  growth,  a  torrent  of  details  floods  the 
manager,  who  must  devise  ways  of  routinizing 
the  flow  so  that  he  can  delegate  responsibilities 
to  his  subordinates.  Thus,  the  second  stage  of 
organizational  structure  unfolds  in  a  pattern 
determined  by  the  number  of  separate 
management  functions  perceived  as  suitable 
for  delegation.  Such  tasks  fall  to  managers  of 
vice-presidential  rank  who  assume  responsibility 
for  production,  finance,  personnel,  or  marketing. 
In  a  well-run  organization,  these  managers  have 
real  authority  and  make  decisions  in  matters 
under  their  jurisdiction.  The  president  sets 
the  overall  goals  for  the  organization  according 
to  the  policies  established  by  the  board  of 
directors.  From  its  beginning,  Riceland  Foods 
was  characterized  as  a  second-stage  organization 
with  defined  executive  positions  of  president, 
general  manager,  sales  manager,  secretary,  and 
treasurer. 

A  third  stage  develops  when  the  product  lines 
become  so  numerous,  or  the  market  areas  so 
geographically  dispersed,  that  they  cannot  be 
managed  as  a  single  homogeneous  unit.  The 
organization  then  splits  into  a  number  of 
product-line  divisions  under  one  chief  executive 
officer.  Riceland  Foods  is  moving  into  this  stage, 
but  only  partially  so  far,  because  its  three 
marketing  divisions  for  rice,  soybeans,  and  seeds 
fall  under  the  direction  of  the  same  managerial 
team. 

The  fourth  stage  is  characterized  by  its 
conglomerate  nature  whereby  several  distinct 
types  of  business  are  operated  autonomously, 
although  they  are  organizationally  consolidated 
at  a  headquarters  level. 

Some  critics  of  cooperative  organizational 


development  see  in  the  structural  complexity 
of  management  a  threat  to  grower-members' 
authority  and  a  fear  that  farmers  cannot  cope  with 
managers  of  professional  competence.  Yet 
such  critics  naively  underestimate  the  breadth  of 
experience  of  grower-members  who  rise  to  key 
positions  on  boards  of  directors,  local  and 
regional.  During  the  decade  of  the  1960's  when 
Riceland  Foods  was  undergoing  profound 
organizational  development,  Robert  Harvey 
Smith,  the  president  (a  title  later  changed  to 
chairman  of  the  board  of  directors),  had  been 
president  of  an  insurance  agency,  vice  president 
of  a  bank,  and  secretary-treasurer  of  a  farm 
implements  company.  Smith,  unrelated  to  his 
predecessors,  the  H.  K.  Smiths,  was  born  in 


Robert  Harvey  Smith,  President  (1961-72);  Chairman  (1971-72). 


1906  in  Smackover  (named  for  its  sumac-covered 
fields)  before  the  oil  boomlet  there,  and  after 
some  experience  as  a  hotelier,  settled  down  to  a 
twin  career  of  rice  farmer  and  businessman  in 
Walnut  Ridge.  The  national  farm  magazine, 
Progressive  Farmer,  named  him  the  "Man  of  the 
Year  in  Agriculture"  in  1965,  a  time  when  he  was 
midway  in  his  tenure  as  cooperative  president. 
It  was  during  his  term  that  the  cooperative's 
growth  was  characterized  by  expanded  facilities 
(processing  and  management),  emphasis  on 
merchandising  products  in  domestic  and  foreign 
markets,  promotion  of  the  brand  name  (Chefway), 
and  the  adoption  of  its  new  cooperative  name 
(Riceland  Foods).  He  was  always  insistent  on 
building  financial  strength  with  adequate  working 
capital. 

VIEW  FROM  WITHIN,  1958 

Organizational  expansion  over  the  years  has  led 
to  increasing  complexity  of  structure  in  terms  of 
both  facilities  and  management.  Riceland  Foods 
has  never  devised  an  official  organization  chart, 
perhaps  because  managerial  personnel  regard 
themselves  as  a  team  in  which  each  member, 
in  addition  to  his  generally  designated  duties, 
is  expected  to  fill  in  wherever  he  is  needed. 
Members  of  the  management  team,  many  of 
whom  have  adjoining  offices,  confer  frequently 
on  the  major  decisions  of  the  cooperative.  And 
they  spend  many  long  evenings  together  traveling 
to  and  from  local  drier  board  meetings.  As  the 
cooperative  grew  over  the  years  in  size  and 
complexity,  managerial  roles  were  defined  with 
increasing  clarity. 

Some  evidence  of  this  might  be  seen  in  a 
planning  sketch  of  the  organization  drawn  up  in 
1958  before  Riceland  Foods  undertook  soybean 
marketing.  Figure  7  suggests  a  shift  in  the 
cooperative's  perception  of  itself  from  pre- 
occupations that  concerned  it  in  the  late  1940's 
to  those  that  concerned  it  in  1958,  and  to  those 
that  were  expected  to  concern  it  in  the  1960's. 
The  solid  lines  indicate  the  then  existing 
operations,  and  broken  lines  designate  operations 
the  cooperative  intended  to  introduce.  The  main 
emphasis  centered  on  the  various  milled  rice 
products  rather  than  on  the  functional  activities 


and  relationships  of  the  management  team. 
Because  the  dramatic  growth  that  had  occurred 
in  the  late  1940's  and  early  1950's  had  been 
achieved  by  replication  of  similar  local  drier 
divisions,  this  phase  added  little  complexity  to 
the  management  task  and  is  depicted  with  graphic 
simplicity. 

The  broken  lines,  representing  the  anticipated 
expansion  into  parboiled  rice  and  soybean 
handling,  depict  a  greater  awareness  of  the 
functional  tasks  facing  management  than  the 
solid  lines  which  tend  to  list  products  milled. 

As  the  cooperative  grew  in  the  succeeding  15 
years,  the  functional  responsibilities  of  each 
member  of  the  management  team  came  to  be 
defined  in  greater  detail  for  the  benefit  of 
management  and  the  board  of  directors.  The  board 
members,  under  the  chairmanship  of  Bill  E. 
Jones,  wanted  to  be  fully  informed  of  the 
organizational  development  occasioned  by 
increasing  marketing  complexity.  Jones,  a  rice  and 
soybean  farmer  in  Fisher,  Ark.,  had  attended 
Arkansas  State  University  and  served  in  the 
Pacific  in  World  War  II,  after  which  he  returned 
to  farm  and  to  be  active  in  both  State  and 
national  organizations.  Progressive  Farmer 
honored  the  Joneses  as  "Master  Farm  Family"  in 
1962.  Romeo  Short,  Jr.,  son  of  the  former 
president  of  Riceland  Foods,  and  now  engaged 
in  rice,  soybean,  and  livestock  farming,  has 
assisted  Jones  as  vice  chairman  of  the  board  of 
directors. 

ROLE  DEFINITIONS,  1974 

In  response  to  the  continuing  interest  of  board 
members,  Bill  Jones  authorized  a  seminar  in 
February  1973  to  familiarize  members  of  the  board 
of  directors  with  the  operational  responsibilities 
of  members  of  the  management  team.  To 
achieve  this,  each  key  manager  described  his 
role  and  answered  questions  relating  to  it.  Thus, 
individuals  responsible  for  the  cooperative's 
various  marketing  programs,  as  well  as  Riceland 
Foods'  executives  with  traditional  functional 
responsibilities,  spoke  at  the  seminar.  Definitions 
of  the  responsibilities  of  these  latter  executives 
have  been  set  forth  subsequently  in  a  brochure 
issued  by  the  cooperative  in  1974  as  follows: 


FIGURE  7.  PLANNING  SKETCH  OF 
RICELAND  FOODS  OPERATIONS: 

ACTUAL  AND  PROJECTED,  1958 
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Lester  Clyde  Carter  serves  Riceland  Foods 
as  President  and  Chief  Executive  Officer.  He  has 
served  the  company  as  its  Chief  Executive 
Officer  since  1944.  Working  closely  with  Carter 
in  Riceland  Foods'  day-to-day  business  is 
C.  Clark  Smith.  Smith  serves  the  company  as 
Executive  Vice  President.  (W.  F.  Carle  succeeded 
C.  C.  Smith  on  his  retirement  in  1974.) 

James  L.  Mason,  as  Vice  President/ Administra- 
tion, works  closely  with  the  President  in  the 
overall  administrative  responsibilities.  He  heads 
the  Company's  legislative  membership  and 
public  relations  programs. 

Leland  L.  Carle,  Vice  President/Finance,  is 
Riceland  Foods'  financial  officer  with 
responsibility  for  all  phases  of  records  and 
accounting. 

General  Manager  and  Director  of  Marketing 
Wilfred  F.  Carle  directs  Riceland's  marketing 
system.  Along  with  the  Executive  Vice  President, 
Carle  oversees  the  day-to-day  operation  of  the 
entire  Riceland  Foods'  operation. 

R.  R.  Rawlings  is  Vice  President/Field  Services 
and  has  the  responsbility  for  receiving,  drying, 


grading,  warehousing  and  shipping  of  rice  and 
soybeans  from  the  production  areas  to  the 
processing  points.  He  supervises  activities  of  all 
the  affiliated  local  grain  dryers. 

W.  L.  Knoll  is  General  Sales  Manager/Rice 
Division.  He  coordinates  all  rice  and  rice 
byproducts  sales,  both  domestic  and  foreign. 

F.  M.  Bloomberg  serves  the  company  as 
General  Superintendent/Production  and 
supervises  the  processing,  packaging  and  shipping 
of  Riceland  Foods'  products.  He  is  responsible  for 
coordinating  construction  of  new  and  expanded 
Riceland  Foods'  facilities. 

There  is  a  note  of  unreality  inherent  in  the 
nature  of  the  typical  pyramidal  organization  chart. 
Such  charts  seem  to  suggest  that  organizational 
authority  exerts  a  downward  gravitational 
pressure.  Such  a  depiction  is  at  a  loss  to  explain 
the  lateral  interactions  that  are  characteristic  of 
teamwork  among  members  of  a  management 
team  such  as  Riceland  Foods.  If  there  is  an 
increased  demand  for  parboiled  rice,  for  example, 
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the  product  marketing  manager  does  not  send 
signals  up  to  the  president  or  to  the  chairman  of 
the  board,  hoping  they  will  rebound  as  directives 
to  the  processing  plant  manager  to  increase 
parboiled  rice  production.  Ordinarily,  the 
product  manager  will  routinely  inform  the 
processing  manager  of  his  need.  If  the  request 
conflicts  with  the  goal  or  plan  of  processing  or 
some  other  department's  goal,  it  is  generally  and 
informally  resolved  among  the  managers 
immediately  affected  by  the  decision.  Only  in 
extreme  cases,  where  the  conflict  has  important 
implications  for  overall  cooperative  goals  or 
policy,  will  it  be  referred  to  higher  levels  of 
authority  for  resolution. 

ORGANIZATIONAL  STRUCTURE— 
A  NEW  PERSPECTIVE 

Analysts  of  business  firms'  structures  have 
developed  ways  of  visualizing  Riceland  Foods' 
organization  that  may  be  more  helpful  than  the 
typical  pyramid  configuration.  One  approach 
developed  to  illustrate  organizations  with  a 


pronounced  marketing  orientation,  similar  to  that 
of  Riceland  Foods,  is  that  of  a  matrix  where 
marketing  programs  are  depicted  as  vertical 
thrusts  and  the  traditional  functional  responsi- 
bilities are  delineated  horizontally.  Intersections 
of  these  vertical  and  horizontal  lines  of  respon- 
sibility indicate  junctures  of  interacting  juris- 
dictions where  coordination  between  marketing 
and  resource  managers  may  be  involved. 
The  intensity  of  the  interaction  could  be  indicated, 
for  example,  by  circles  of  varying  sizes  around 
each  intersecting  point.  In  some  cases,  the 
interaction  may  be  low  or  nonexistent,  as  between 
the  seed  marketing  program  manager  and  the 
functional  executive  in  charge  of  advertising,  or 
very  intense,  as  between  the  seed  marketing  pro- 
gram manager  and  the  technical  field  resources 
executive.  Figure  8  uses  the  matrix  format  in  an 
attempt  to  visualize  Riceland  Foods  organization 
in  a  way  that  emphasizes  its  marketing  programs 
without  neglecting  or  minimizing  the  authoritative 
roles  of  the  conventional  executive  positions  or 
resources. 

Each  marketing  task  is  defined  as  a  separate 
program;  seven  such  programs  exist  within 
Riceland  Foods.  The  functional  responsibilities 
and  the  marketing  programs  may  be  broken 
down  further  into  subsets  of  activities  so  that  the 
matrix  may  have  an  indefinite  number  of  cells, 
each  of  which  represents  an  activity  that 
involves  interaction  between  a  marketing  effort 
and  a  functional  responsibility.  For  example,  the 
seed  program  manager  is  likely  to  interact  most 
often  with  technical  field  services  manager, 
whereas  the  consumer  products  program  manager 
will  be  heavily  involved  in  conferences  with  the 
marketing  executive  about  product  planning, 
pricing,  and  advertising. 


RESOURCE  STRUCTURE 

Riceland  Foods  is  a  marketing  cooperative,  and 
the  work  of  every  key  person,  whether  in  charge 
of  resources  or  market  programs,  has  a  strong 
marketing  perspective.  The  executive  responsible 
for  technical  field  resources  performs  a  critical 
marketing  function  in  guiding  growers  to 
produce  the  most  marketable  varieties  and  in 
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Lester  Clyde  Carter  serves  Riceland  Foods 
as  President  and  Chief  Executive  Officer.  He  has 
served  the  company  as  its  Chief  Executive 
Officer  since  1944.  Working  closely  with  Carter 
in  Riceland  Foods'  day-to-day  business  is 
C.  Clark  Smith.  Smith  serves  the  company  as 
Executive  Vice  President.  (W.  F.  Carle  succeeded 
C.  C.  Smith  on  his  retirement  in  1974.) 

lames  L.  Mason,  as  Vice  President/Administra- 
tion, works  closely  with  the  President  in  the 
overall  administrative  responsibilities.  He  heads 
the  Company's  legislative  membership  and 
public  relations  programs. 

Leland  L.  Carle,  Vice  President/Finance,  is 
Riceland  Foods'  financial  officer  with 
responsibility  for  all  phases  of  records  and 
accounting. 

General  Manager  and  Director  of  Marketing 
Wilfred  F.  Carle  directs  Riceland's  marketing 
system.  Along  with  the  Executive  Vice  President, 
Carle  oversees  the  day-to-day  operation  of  the ' 
entire  Riceland  Foods'  operation. 

R.  R.  Rawlings  is  Vice  President/Field  Services 
and  has  the  responsbility  for  receiving,  drying, 


grading,  warehousing  and  shipping  of  rice  an 
soybeans  from  the  production  areas  to  the 
processing  points.  He  supervises  activities  of  ;  I 
the  affiliated  local  grain  dryers. 

W.  L.  Knoll  is  General  Sales  Manager/Rice 
Division.  He  coordinates  all  rice  and  rice 
byproducts  sales,  both  domestic  and  foreig  . 

F.  M.  Bloomberg  serves  the  company  as 
General  Superintendent/Production  and 
supervises  the  processing,  packaging  and  ship;  ing 
of  Riceland  Foods'  products.  He  is  responsible  lot 
coordinating  construction  of  new  and  expanded 
Riceland  Foods'  facilities. 

There  is  a  note  of  unreality  inherent  in  the 
nature  of  the  typical  pyramidal  organization  chart. 
Such  charts  seem  to  suggest  that  organizational 
authority  exerts  a  downward  gravitational 
pressure.  Such  a  depiction  is  at  a  loss  to  explain 
the  lateral  interactions  that  are  characteristic  of 
teamwork  among  members  of  a  management 
team  such  as  Riceland  Foods.  If  there  is  an 
increased  demand  for  parboiled  rice,  for  example 
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pronounced  marketing  orientation,  similar  to  that  59 
of  Riceland  Foods,  is  that  of  a  matrix  where 
marketing  programs  are  depicted  as  vertical 
thrusts  and  the  traditional  functional  responsi- 
bilities are  delineated  horizontally.  Intersections 
of  these  vertical  and  horizontal  lines  of  respon- 
sibility indicate  junctures  of  interacting  juris- 
dictions where  coordination  between  marketing 
and  resource  managers  may  be  involved. 
The  intensity  of  the  interaction  could  be  indicated, 
for  example,  by  circles  of  varying  sizes  around 
each  intersecting  point.  In  some  cases,  the 
interaction  may  be  low  or  nonexistent,  as  between 
the  seed  marketing  program  manager  and  the 
functional  executive  in  charge  of  advertising,  or 
very  intense,  as  between  the  seed  marketing  pro- 
gram manager  and  the  technical  field  resources 
executive.  Figure  8  uses  the  matrix  format  in  an 
attempt  to  visualize  Riceland  Foods  organization 
in  a  way  thai  emphasizes  its  marketing  programs 
without  neglecting  or  minimizing  the  authoritative 
roles  of  the  conventional  executive  positions  or 


the  product  marketing  manager  does  not 
signals  up  to  the  president  or  to  the  chairman 
the  board,  hoping  they  will  rebound  as  d 
to  the  processing  plant  manager  to  incre 
parboiled  rice  production.  Ordinarily,  the 
product  manager  will  routinely  inform  the 
processing  manager  of  his  need.  If  the  request 
conflicts  with  the  goal  or  plan  of  processing  or 
some  other  department's  goal,  it  is  generally  and 
informally  resolved  among  the  managers 
immediately  affected  by  the  decision.  Only  in 
extreme  cases,  where  the  conflict  has  important 
implications  for  overall  cooperative  goals  or 
policy,  will  it  be  referred  to  higher  levels  of 
authority  for  resolution. 

ORGANIZATIONAL  STRUCTURE— 
A  NEW  PERSPECTIVE 

Analysts  of  business  firms'  structures  have 
developed  ways  of  visualizing  Riceland  Foods' 
organization  that  may  be  more  helpful  than  the 
typical  pyramid  configuration.  One  approach 
developed  to  illustrate  organizations  with  a 


Each  marketing  task  is  defined  as  a  separate 
program;  seven  such  programs  exist  within 

md  Foods.  The  functional  responsibilities 
and  the  marketing  programs  may  be  broken 
down  further  into  subsets  of  activities  so  that  the 
matrix  may  have  an  indefinite  number  of  cells, 
each  of  which  represents  an  activity  that 
involves  interaction  between  a  marketing  effort 
and  a  functional  responsibility.  For  example,  the 
seed  program  manager  is  likely  to  interact  most 
often  with  technical  field  services  manager, 
whereas  the  consumer  products  program  manager 
will  be  heavily  involved  in  conferences  with  the 
marketing  executive  about  product  planning, 
pricing,  and  advertising. 

RESOURCE  STRUCTURE 

Riceland  Foods  is  a  marketing  cooperative,  and 
the  work  of  every  key  person,  whether  in  charge 
of  resources  or  market  programs,  has  a  strong 
marketing  perspective.  The  executive  responsible 
for  technical  field  resources  performs  a  critical 
marketing  function  in  guiding  growers  to 
produce  the  most  marketable  varieties  and  in 


Romeo  Short,  Jr.,  Vice  Chairman,  and  Bill  E.  Jones,  Chairman  of  the  board.  At  right  is  Riceland  Foods  board  room. 


Thp  management  team  of  Riceland  Foods. 


FIGURE  8.  SUGGESTED  MATRIX  REPRESENTATION  OF  ORGANIZATION 
FOR  RICELAND  FOODS 
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screening  their  output  through  a  grading  system 
developed  to  assure  ultimate  high  quality.  He  is 
responsible  for  overall  direction  of  the  facilities 
so  that  the  locals  can  dry,  condition,  and  store 
the  grains  until  they  move  to  the  milling  and 
processing  plants.  His  coordination  of  the  new 
seed  division's  activities  is  critical  to  its  success 
because  it  is  entirely  decentralized;  each  local 
drier  division  handles  the  procuring  and  selling 
of  seed  autonomously. 

The  manager  responsible  for  Promotion 
Resources  is  heavily  involved  in  marketing.  He 
must  coordinate  the  flow  of  processed  products 
with  market  demand,  overseeing  a  network  of 
domestic  and  foreign  brokers,  hedging  operations, 
pricing  policy,  new  product  development,  and 
advertising  programs.  This  office  in  the  past  has 
exercised  a  strong  directive  influence  over 
production  resources. 

One  resource  position  that  ostensibly  has  the 
least  marketing  orientation  built  into  it  is  that 
of  vice  president/finance.  His  responsibilities 
for  records  of  accounting  transactions,  minutes 
of  official  meetings,  legal  documentation, 
personnel  wages,  banking,  taxes,  and  disburse- 
ment to  grower-members  are  critical  to  the 
organization's  overall  efficiency.  And  the 
marketing  achievements  realized  by  the 
cooperative  must  be  translated  back  to  growers 
in  the  form  of  disbursements  to  growers.  The 
grain  delivered  to  the  seasonal  pool  must  be 
recorded  and  accounted  for  separately  from 
grain  earmarked  for  the  purchase  pool.  Sales 
of  each  pool,  as  well  as  the  processing  costs  of 
each,  are  recorded  separately  so  that  growers 
receive  their  just  payment  according  to  the  pool 
they  chose  for  delivery. 

MARKETING  PROGRAMS 

The  three  divisions  of  Riceland  Foods  conduct 
seven  marketing  programs:  three  in  the  Soybean 
Division,  two  in  the  Rice  Division,  one  a 
combined  effort  of  these  divisions,  and  one  in  the 
Seed  Division.  Each  program  is  unique  in  the 
products  it  handles  and  the  specific  market 
segments  it  seeks.  Most  programs  have  domestic 
and  international  dimensions.  For  example,  59 
percent  of  Riceland  Foods'  rice  products  and 


35  percent  of  its  soybean  products  are  marketed 
abroad. 

In  describing  to  the  board  of  directors  how 
Riceland  Foods  realizes  sales  overseas,  W.  L.  Knoll, 
at  the  February  1973  seminar,  explained 
how  important  coordinated  interaction  is 
between  the  managers  of  various  marketing 
programs  and  managers  of  the  cooperative's 
organizational  resources: 

Some  of  you  have  asked  how  we  go  about 
selling  in  export  markets.  In  the  past,  we  have 
relied  a  great  deal  on  "exporters" ;  that  is,  firms 
who  buy  and  sell.  They  take  a  position  and  buy 
rice  for  sale  later,  or  they  sometimes  sell  and 
then  cover  their  needs.  Since  there  are  no 
futures  on  rice,  these  firms  do  provide  a  valuable 
service  and  are  usually  very  knowledgeable 
about  world  supply  and  demand.  They  are  in 
business  for  a  profit,  however,  and  we  see  more 
opportunities  to  deal  direct  and  save  this  profit 
for  you. 

Many  of  you  know  Adolphe  Reinstein  and  are 
familiar  with  his  participation  in  our  meal  markets 
in  Europe.  We  took  a  big  step  last  fall  and  made 
him  our  agent  for  rice,  also.  We  met  a  great 
dealt  of  resistance,  as  the  big  buyers  saw  this  as  a 
danger  to  them — which  really  it  was,  because  our 
intentions  were  to  get  more  money  for  our 
products. 

Every  day,  we  advise  Reinstein  what  our  ideas 
of  price  are,  and  he  keeps  the  buyers  posted. 
At  times,  he  will  ask  for  a  firm  offer  for  a  certain 
quality,  quantity  and  shipping  period.  Upon  our 
Telex,  the  buyer  will  either  accept,  decline  or 
counter  with  a  different  price,  etc.  Then,  it's  up  to 
us  to  accept  or  counter.  Sometimes,  Reinstein  will 
Telex  us  a  firm  bid,  say,  for  reply  in  30  minutes. 
If  a  sale  is  confirmed  by  both  parties,  then  formal 
contracts  are  drawn  up. 

It's  then  necessary  that  the  Traffic  Department 
knows  when  we  need  ocean  freight  space. 
(Sometimes,  we  get  options  on  space  before 
making  the  offer.)  Production  must  be  notified, 
Rough  Rice,  By-Products,  and  so  on,  so  that 
all  requirements  of  the  contract  can  be  met, 
and  on  time. 

Riceland  Foods  has  actively  developed  export 
markets  to  generate  increasing  demand  for 
grower-members'  increasing  harvests.  Govern- 


Rice  and  soybean  products  are  lifted  aboard  freighters  at  New  Orleans  for  shipment  to  overseas  markets. 


ment  policies  have  played  a  decisive  role  in 
developing  export  markets  in  low  income 
countries  that  may  later  become  commercial 
customers.  Middle  Eastern  countries  have  received 
shipments  of  soybean  oil  under  P.L.  480,  but 
some,  such  as  Iran,  have  achieved  a  position 
of  buyer  on  the  world  market  through  petroleum 
revenues.  Riceland  Foods  is  cultivating  the  Middle 
East  as  a  commercial  market,  while  participating 
in  supplying  relief  programs  for  southeast  Asia 
and  South  America. 

Riceland  Foods  is  careful  not  to  become  a  cap- 
tive of  any  one  market.  Twice  its  expectations 
have  been  dashed  when  it  was  confident  that  its 
market  position  was  secure.  Once  when  it 
undertook  parboiling  of  rice  with  a  view  to 
supplying  it  to  India  under  a  foreign  aid  program, 
the  program  folded  before  the  parboiling  plant 
was  completed.  Another  time,  Iran,  which  had 
become  a  steady  purchaser  of  much  of  Riceland 


Foods'  early  oil  productive  capacity,  abruptly 
shifted  to  a  Russian  supplier  of  sunflower  oil. 
As  a  result  of  experiences  like  these,  Riceland 
Foods  has  sought  a  balanced  demand  for 
its  products  at  home  and  abroad. 

One  marketing  task  proper  to  the  Soybean 
Division  is  the  use  of  "hedging"  to  protect 
the  value  of  soybeans  that  it  has  acquired  through 
the  purchase  pool.  Because  the  cooperative  has 
committed  itself  to  pay  the  grower-member 
a  set  price,  it  seeks  immediately  to  sell  the 
products  for  cash  rather  than  risk  the  chance  that 
their  value  may  fall  before  they  are  processed 
for  subsequent  sale  and  delivery.  As  an  alternative, 
Riceland  Foods  may  sell  in  the  Chicago  futures 
market  soybeans  or  the  equivalent  oil  or 
meal,  depending  on  the  most  profitable  relation- 
ship existing  between  the  futures  prices  of  beans, 
oil,  and  meal.  Of  course,  Riceland  Foods  will  buy 
back  the  contract  before  the  specified  delivery 


Ticker  tapes  instantaneously  record  sales  of  soybeans,  oil,  and  meal  on  the  futures  market  in  Chicago  and  keep  Riceland  Foods 
abreast  of  changes  in  world  demand. 


date,  because  it  acquired  the  beans  initially  for 
processing,  and  not  for  speculative  trading 
purposes.  If  the  price  of  soybeans  goes  up, 
Riceland  Foods  must  pay  more  to  buy  back  the 
contract,  but  the  prices  it  receives  for  the  oil 
and  meal  it  produces  from  processing  will  have 
risen  proportionately. 

One  other  method  of  avoiding  the  speculative 
risks  inherent  in  grower-member  use  of  the 
purchase  pool  is  the  use  of  advance  contracts 
with  large  industrial,  institutional,  or  governmental 
users  of  soybean  products.  Such  contracts,  if 
firm  and  reliable,  are  preferable  to  the  use  of 
futures  market  hedging  because  they  represent 
actual  sales,  whereas  hedging  operations  in  no 
way  ensure  the  sale  of  the  processed  goods 
covered  by  the  hedging. 

Furthermore,  the  rules  for  hedging  on  the 
commodity  markets  are  complex  and  specific; 
they  require  experienced  management  attention. 
For  example,  the  size  of  every  soybean  contract 
traded  on  the  commodities  market  is  5,000 
bushels.  Delivery  is  limited  to  the  months  of 
January,  March,  May,  July,  August,  September, 
and  November.  Contracts  may  be  traded  on 
the  exchange  only  by  a  member  with  floor  trading 
rights,  a  very  restricting  condition.  Consequently, 
Riceland  Foods  turns  to  one  of  these  members, 
the  Illinois  Cooperative  Futures  Company,  to 
handle  its  futures  market  trading.  It,  too,  is  a 
cooperative  formed  to  serve  U.S.  grain 
cooperatives. 

OIL  MARKETING  PROGRAM 

Riceland  Foods  has  improved  the  quality  of  its 
oil  by  successively  adding  refining  steps  to  its 
processing  capability.  While  world  demand  is 
largest  for  crude  degummed  oil,  Riceland  Foods 
prefers  to  market  more  finished  products.  Thus 
in  1970,  it  built  facilities  for  hydrogenation  and 
winterization  of  its  oil.  As  much  as  three  fourths 
of  its  domestic  sales  are  to  large  food  manu- 
facturers making  mayonnaise  and  margarine. 
Riceland  Foods  is  developing  demand  among 
institutional  users  of  oil  and  shortening. 
Its  marketing  goal  is  to  achieve  sales  domination 
in  its  own  region  of  the  country  but  not  in 


the  national  market.  With  a  processing  capacity 
of  36  million  bushels  of  soybeans,  Riceland  Foods 
produces  up  to  378  million  pounds  of  oil. 
Because  the  national  market  demand  for  edible 
oil  in  1973  was  about  12  billion  pounds,  with 
9  billion  derived  from  soybeans,  Riceland  Foods 
could  supply  no  more  than  5  percent  of  national 
soybean  oil  needs  at  this  time.36 

Carrying  out  this  marketing  program  involves 
interaction  to  the  greatest  degree  between  the 
oil  program  staff  and  the  production  resource 
staff  for  scheduling-shipping  decisions  as  well  as 
with  the  support  resource  staff  concerning  the 
financial  aspects  of  hedging.  Because  there  are 
defined  limits  within  which  responsible  personnel 
may  operate,  most  issues  are  decided  routinely. 
In  exceptional  circumstances,  staff  members 
refer  problems  to  officials  with  greater  authority. 
They,  in  turn,  may  decide  the  issue  only  after 
conferral  with  other  members  of  the  management 
team  who  may  be  affected  by  the  decision  or 
whose  knowledge  may  help  resolve  it. 


MEAL  MARKETING  PROGRAM 

Soybean  meal,  derived  from  as  much  as  36 
million  bushels  of  processed  soybeans,  yields  a 
volume  of  860,000  tons  to  be  marketed 
annually  by  Riceland  Foods.  Fortunately,  a 
strong  demand  for  meal  exists  close  to  home 
in  Arkansas'  livestock  and  poultry  industry, 
especially  in  west  central  Arkansas  and  east  Texas. 
Neighboring  States,  such  as  Tennessee,  Louisiana, 
and  Mississippi,  also  have  strong  livestock 
production,  which  adds  to  the  demand  for  meal 
from  Riceland  Foods.  In  addition,  the  cooperative 
has  been  diligent  in  fostering  market  opportunities 
in  western  Europe's  livestock  and  poultry 
markets.  And  despite  the  distance  from 
Arkansas,  some  of  the  cooperative's  soybean  meal 
has  found  markets  in  Australia  and  Vietnam. 

Interaction  between  the  meal  marketing 
program  managers  and  other  executives  follows 
a  pattern  similar  to  that  arising  in  the  oil 
marketing  program.  Production  runs  and 
hedging  functions  are  more  critical  issues  to 
sales  activities  than  day-to-day  operations  of 


local  driers.  Accordingly,  the  meal  marketing 
program  manager  will  interact  much  more  with 
the  production  resource  manager  than  with  the 
technical  field  resources  manager. 

One  use  of  soybean  meal  receiving  more 
attention  each  year  is  the  transformation  of 
soyflour  into  meat  analogs  and  meat  extenders. 
Improved  food  engineering  technology  is 
accessible  to  more  food  processing  firms,  and 
the  organoleptic  qualities,  such  as  taste  and 
texture,  of  textured  vegetable  protein  (t.v.p.), 
are  imitative  of  bacon,  chicken,  tuna  fish,  beef, 
and  ham.  If  Riceland  Foods  undertakes  processing 
t.v.p.  products  for  consumer  use,  sales 
responsibilty  undoubtedly  will  shift  from  this 
program  to  that  of  the  consumer  products 
marketing  program. 

SOYBEAN  BYPRODUCTS  PROGRAM 

One  very  important  byproduct  derived  from 
refining  soybean  oil  is  lecithin,  an  emulsifying 
ingredient  used  in  many  bakery  and  confectionery 
products.  Demand  for  this  byproduct  has 
increased  so  much  that  Riceland  Foods  undertook 
construction  of  special  facilities  to  granulate  the 
product,  thereby  improving  the  revenue  of 
grower-members.  Since  byproducts  are  derivatives 
of  oil  and  meal  processing,  administration  of 
this  marketing  program  can  be  expected  to  be 
coordinated  through  increasing  interaction 
with  directors  of  the  oil  and  meal  programs 
as  well  as  with  the  executive  in  charge  of 
production  resources. 

MILLED  RICE  PROGRAM 

In  the  immediate  post-World  War  II  period,  rice 
was  still  in  such  short  supply  that  it  was  rationed. 
Riceland  Foods,  like  other  U.S.  millers,  enjoyed 
a  seller's  market.  Substantial  sales  were  made 
to  Puerto  Rico  and  Cuba,  but  as  the  cooperative's 
production  increased  through  its  rapidly 
expanding  network  of  driers,  domestic  markets 
were  more  earnestly  solicited.  Because  brokers 
tended  to  sell  rice  for  many  mills  at  the  same 
time,  C.  C.  Smith  began  a  marketing  policy  of 
selling  Riceland  rice  only  through  its  own  system 
of  exclusive  brokers.  In  addition  to  its  sales  of 


rice  to  institutional  outlets  and  through 
Government  programs,  Riceland  Foods  has 
developed  demand  among  processors  of  quick- 
cooking  rice  and  of  specially  seasoned  rice. 

In  its  export  experience,  Riceland  Foods 
encountered  brokers  representing  many  mills  and 
again  pursued  a  policy  of  setting  up  brokers  who 
would  handle  Riceland  Foods'  rice  alone.  Through 
such  brokers,  Riceland  Foods  sells  clean  rice 
to  the  Scandinavian  countries.  Germany  buys 
large  amounts  of  brown,  or  partially  milled  rice, 
which  is  less  subject  to  breakage  in  transit,  and 
enters  at  lower  tariff  rates  than  clean  rice.  Clean 
rice  sales  are  strong  in  the  Caribbean  Islands  as 
well  as  in  some  African  countries.  Parboiled 
rice  sells  well  in  Europe,  South  Africa,  and  Saudi 
Arabia.  Iran  and  Iraq  have  become  markets  for 
top  quality  U.S.  long  grain  milled  rice,  and 
Riceland  Foods  has  won  a  share  of  these. 

The  cooperative  has  long  understood  the  value 
of  advertising  to  stimulate  increased  demand. 
R.  E.  Short  had  called  for  a  multi-State  marketing 
approach  by  rice  millers  in  1933,  and  H.  K.  Smith 
reported  that  the  mills  had  engaged  in  some 
advertising,  paying  for  it  by  means  of  a  small 
levy  on  each  barrel  milled.  In  1940,  the  board  of 
directors  discussed  the  issue  and  ultimately 
authorized  funds  for  advertising  to  be  financed 
by  a  3-cent  "set  aside"  for  each  barrel  of  clean 
rice  sold.  Periodically  the  levy  was  increased,  as 
in  1946  when  the  "set  aside"  was  raised  to 
5  cents  a  barrel. 

Because  this  advertising  occurred  before 
Riceland  Foods  initiated  its  own  label,  it  had  the 
umbrella  effect  of  benefiting  all  rice  growers 
and  millers.  Gradually,  as  other  millers  perceived 
the  benefits  of  advertising  to  increase  total 
demand,  a  combined  advertising  campaign  was 
conducted  by  their  trade  association,  The  Rice 
Council. 

When  the  cooperative  began  to  package  under 
its  Riceland  label,  the  basis  for  allocating 
advertising  funds  shifted  from  a  per-barrel 
levy  to  3  percent  of  package  sales.  In  1948, 
the  allocation  was  raised  to  5  percent  of  package 
sales,  and  in  1954  the  board  of  directors  made 
this  levy  a  part  of  policy  for  the  cooperative. 
Subsequently,  the  base  was  broadened  to  include 
clean  bagged  rice,  and  requests  for  10-percent 


Riceland  Foods  products  are  available  to  supermarket  customers  in  an  increasing  number  of  U.S.  cities. 


share  of  package  sales  were  granted  but  never 
fully  used.  Advertising  became  less  relevant  for 
bulk  rice  programs,  and  increasingly  more 
relevant  to  consumer  product  marketing 
programs.  A  similar  policy  has  subsequently 
been  adopted  to  provide  advertising  and 
promotional  funds  for  soybean  products. 

CONSUMER  PRODUCTS  MARKETING  PROGRAM 

Management  of  this  program  straddles  both  the 
Rice  and  Soybean  Divisions.  In  addition  to  rice 
sold  under  the  Riceland  label,  the  program 
markets  vegetable  oil  and  shortening  as  well  as 
parboiled  rice  under  a  newer  label,  Chefway.  To 
promote  sales  of  these  products,  the  marketing 
program  must  achieve  two  goals.  First,  it  seeks  to 
implant  the  brand  name  indelibly  on  consumer 
consciousness,  and,  second,  it  must  actually  get 
the  product  on  retail  store  shelves.  Both  are 
difficult  accomplishments. 

Achieving  the  first  goal  of  customer  recognition 
and  preference  for  the  label  requires  substantial 
advertising  outlays.  Grower-members  are 
sometimes  perplexed  by  these  allocations,  but 
compared  with  food  manufacturing  corporations 
with  nationally  known  brands  on  which  millions 
of  dollars  are  spent,  few  cooperatives  expend 
huge  advertising  outlays.  Cooperatives  that  do 
spend  heavily  tend  to  have  products  whose  labels 
are  household  names,  presumably  because  of 
their  advertising  efforts.  One  report  states  that 
Ocean  Spray,  for  example,  expended  $3.8  million 
in  one  year  on  advertising  of  which  more  than 
$3.5  million  was  spent  for  television  promotion 
alone.  Sunkist  Growers  split  its  advertising  budget 
of  $3.3  million  almost  equally  between  television 
and  magazine  promotion.  California  and  Hawaii 
Sugar  Association  channels  $834,000  of  its  Si- 
million-plus  advertising  budget  on  television 
promotion.  Riceland  Foods  has  moved  into  the 
company  of  cooperatives  seeking  to  win  a  niche 
for  their  label  in  the  memories  of  American 
consumers,  and  its  spends  more  than  $1  million 
a  year  to  do  it. 37 

Riceland  Foods  has  experimented  with  dif- 
ferent techniques,  adopting  the  ones  that  proved 
successful  and  discarding  the  less  promising 
methods.  Distribution  of  cookbooks  suggesting 


delectable  ways  of  preparing  and  serving  rice 
has  been  a  perennial  success,  with  mail  requests 
sometimes  coming  in  at  the  rate  of  200  a  day. 

One  experiment  focused  on  magazine 
advertising.  Instead  of  spot  ads  on  regional  radio 
networks  and  promotion  of  coupons  for  its 
cookbooks,  Riceland  Foods  in  1961  experimented 
with  advertisements  in  various  types  of  leading 
journals  such  as  Better  Homes  and  Gardens, 
Ladies'  Home  journal,  Reader's  Digest,  as  well  as 
Ebony  and  Progressive  Farmer.  This  strategy, 
aimed  at  making  the  Riceland  label  a  nationally 
known  brand,  was  as  expensive  as  it  was 
ambitious.  After  a  trial  year  it  was  abandoned 


Riceland  Foods'  popular  cookbook  is  also  published  in  braille. 


in  favor  of  improving  past  methods  that  had 
been  effective. 

Riceland  Foods  in  its  consumer  products 
program  is  working  to  get  shelf  space  in  retail 
stores.  With  more  than  8,000  items  on  the  shelves 
of  a  supermarket,  the  manager  has  no  inclination 
to  add  another  product.  Yet  by  using  discounts, 
assuring  the  store  a  year-round  supply  of  quality 
products,  and  building  a  name  through  media 
advertising,  Riceland  Foods  has  gained  shelf 
space  in  a  widening  circle  of  retail  stores.  In 
1974,  for  example,  Chefway  parboiled  rice  sold 
in  35  market  areas,  whereas  it  had  reached  only 
18  in  the  previous  year.  And  Chefway  oil  and 
shortening,  which  began  with  sales  in  Arkansas 
and  contiguous  States,  penetrated  markets  in 
16  states  by  the  mid-1970's. 

Coordination  of  this  marketing  program  brings 
its  manager  into  contact  with  many  of  Riceland 
Foods'  managerial  executives.  Especially  critical 
are  his  relations  with  the  executive,  or  executives, 
in  charge  of  the  production  and  promotion 
resources,  who  must  review  the  advertising  plans 
and  budgets,  as  well  as  oversee  production 
scheduling. 

RICE  BYPRODUCTS  MARKETING  PROGRAM 

Byproducts  provide  a  different  challenge  than 
consumer  products.   Riceland  Foods  has 
demonstrated  aggressive  marketing  skills  under 
W.  N.  Harris  in  its  effort  to  sell  rice  hulls.  It 
received  $2.5  million  in  1974  on  the  sale  of  rice 
hulls,  which  some  millers  pay  to  have  hauled 
away.  By  salvaging  such  waste  products,  Riceland 
Foods  has  turned  costly  ecology-minded  efforts 
into  savings  for  grower-members.  During  World 
War  II,  the  need  for  synthetic  rubber  created 
a  demand  for  furfural,  an  oily  liquid  produced 
from  rice  hulls,  especially  from  the  bran  in  the 
hulls.  After  the  war,  demand  dropped  just  when 
Riceland  Foods'  new  artificial  drying  techniques 
stimulated  rice  milling  that  generated  greater 
amounts  of  rice  hulls. 

Riceland  Foods  solved  the  problem  by  finding 
a  market  for  the  hulls  as  a  fertilizer  conditioner. 
As  use  of  fertilizer  grew  in  the  postwar  period, 
so  did  demand  for  rice  hulls,  which  reached 
sales  of  35,000  tons  a  year.  When  it  was 


discovered  that  the  same  conditioning  effect  from 
a  ton  of  rice  hulls  could  be  achieved  by  3  pounds 
of  detergent,  Riceland  Foods  once  again  faced 
the  challenge  of  selling  the  mounting  hulls. 

Riceland  Foods  eventually  developed  more  than 
a  dozen  users  of  rice  hulls.  One  small  but 
steady  buyer  is  a  hand  soap  manufacturer  who 
buys  one  carload  of  rice  hulls  every  month. 
Another  user  of  rice  hulls  is  the  fruit  industry. 
A  German  invention,  the  Willmess  Press,  operates 
with  35  percent  more  efficiency  in  extracting 
juice  from  apples  when  the  fruit  bulk  contains 
1  or  2  percent  rice  hulls.  The  hulls  keep  the 
bulk  friable  so  that  the  juice  drains  out  rather 
than  remaining  trapped  in  the  center  of  the 
crushed  apple  mass. 

Riceland  Foods  proved  that  research  could 
win  new  markets  for  rice  hulls,  and  in  so  doing,  it 
reversed  the  conventional  belief  that  rice  hulls 
were  harmful  to  animals.  F.  B.  Morrison, 
whose  handbook,  Feeds  and  Feeding,  was  a  bible 
for  livestock  producers,  wrote  in  his  20th  edition 
in  1940  that  rice  hulls 

are  heavily  charged  with  silica,  have  sharp, 
roughened  edges,  and  are  said  to  be  irritating 
and  dangerous  to  the  walls  of  the  stomach  and 
intestines  .  .  .  They  should  never  be  fed  to 
stock.  Yet  they  are  still  occasionally  used  by 
unscrupulous  persons  for  adulterating  stock 
feeds.38 

Riceland  Foods,  convinced  that  the  hulls  were 
harmless,  and  that  this  could  be  proved,  expended 
$9,000  to  fund  research  on  the  issue.  The 
research  results  were  persuasive,  for  in  his 
22d  edition  in  1956,  F.  B.  Morrison  retracted 
his  earlier  assertion: 

In  Arkansas  trials  in  which  ground  rice  hulls, 
mixed  with  the  concentrate  allowance,  replaced 
15  to  25  percent  of  the  prairie  hay  in  a  ration 
for  wintering  beef  steers,  fair  gains  were 
made  . . .  It  has  sometimes  been  stated  that 
the  sharp  edges  of  rice  hulls  may  irritate  the 
digestive  tracts  of  stock.  However,  in  a  Louisiana 
test  no  such  effect  was  produced  by  feeding 
growing  steers  a  mixture  containing  as  much 
as  30  percent  ground  rice  hulls.39 


As  a  result  of  this  new  evidence,  States  with 
prohibitions  against  the  use  of  rice  hulls  in 
livestock  feed  rescinded  them;  the  last  was 
Wisconsin,  which  relented  in  January  1971. 
Riceland  Foods  has  perfected  hull  use  in  feeds 
by  pelletizing  the  hulls  in  combination  with 
rice  bran  on  a  two-to-one  basis.  Its  two  pelletizing 
plants  now  turn  out  350  to  400  tons  of  pellets 
daily. 

By  1973,  Riceland  Foods  had  built  up  its  sales 
of  rice  hulls  to  a  level  of  $2.5  million.  And  it  had 
found  an  even  more  promising  use  for  them  at 
a  time  when  concern  for  ecology  made  open 
burning  of  hulls  and  its  consequent  air  pollution 
unacceptable.  With  a  rice  hull  content  of  18 
percent  by  weight,  the  more  than  500,000  tons 
of  rice  milled  leaves  Riceland  Foods  with  roughly 
100,000  tons  of  hulls  for  disposal.  Moving  this 
mountainous  supply  is  a  relentless  challenge. 
And  Riceland  Foods  has  discovered  a  potentially 
profitable  use  in  a  process  that  will  burn  rice 
hulls  as  a  fuel  and  use  the  resultant  ashes  as  a 
valuable  input  for  many  industrial  products. 

Teaming  up  with  Alchemy  Industries  of  Los 
Angeles,  Riceland  Foods  is  building  a  special 
burner  and  boiler  designed  to  use  controlled 
burning  of  rice  hulls  to  yield  a  silica  ash.  This  ash 
can  be  used  as  an  ingredient  in  two  industrial 
products:  a  hydraulic  cement,  and  a  reinforcing 
filler  for  rubber.  P.  Kuma  Mehta,  professor  of 
engineering  science  at  the  University  of  California 
at  Berkeley,  described  the  advantages  of  products 
made  with  this  silica  ash.  In  addition  to  meeting 
the  requirements  for  Portland  cement 

the  mortars  and  concretes  made  with  this  cement 
exhibit  a  permanent,  rich  black  color.  Also, 
they  show  a  superior  resistance  to  organic  acids 
commonly  present  in  foods  and  beverages  .  .  . 
whereas  similar  specimens  made  with  a  Portland 
cement  suffered  considerable  surface  damage. 
As  a  reinforcing  filler  for  rubber,  the  specially 
produced  ash  from  rice  hulls  is  found  superior 
to  the  ground  silica  materials  available 
commercially.40 

This  process  is  economical  and  yields  2  tons  of 
cement  per  hour  from  7.5  tons  of  rice  hulls, 
and  50,000  pounds  of  steam  per  hour.  The  steam 


will  be  used  to  replace  natural  gas  in  its  rice 
parboiling  facility  and  in  its  soybean  processing 
and  packaging  operations.  When  this  boiler  is 
completed,  two  more  like  it  will  be  built  to 
utilize  fully  the  potential  of  the  process. 

Another  ecology  problem  solved  to  the 
advantage  of  members  and  environment 
concerned  the  waste  waters  discharged  into 
La  Grue  Bayou.  Because  they  contained  water 
pollutants,  especially  vegetable  oil  residues, 
they  were  drained  into  shallow  lagoons  where 
surface  skimming  cleared  the  water  of  the 
potential  pollutants  that  were  then  dried  and 
used  as  valuable  animal-feed  ingredients.  By 
1973,  a  sophisticated  water  treatment  plant 
designed  by  Riceland  personnel  was  placed  in 
operation.  L.  C.  Carter  announced  that  recovered 
oils  were  processed  into  animal  feedstuff.  And 
the  water  it  now  releases  after  treatment  into  the 
Little  La  Grue  Bayou — a  tributary  of  the  White 
River — more  than  meets  the  State's  standards. 
A  similar  water-treatment  plant  commenced 
operations  in  1974  at  Riceland  Foods'  other 
soybean  processing  facility  at  Helena. 

The  byproducts  marketing  program  depends 
upon  both  the  Rice  and  Soybean  Divisions  and 
involves  frequent  interactions  with  the  staffs  of 
technical  field  resources  and  production 
resources.  Because  the  products  it  must  market 
are  contingent  on  the  production  decisions  of 
others  in  charge  of  the  primary  products  of  the 
cooperative,  the  program's  task  is  more  difficult. 
It  is  hard  enough  to  develop  paying  customers 
for  waste  products.  It  is  even  more  trying  when 
the  manager  responsible  for  their  marketing  has 
no  influence  over  the  timing  and  quantity  he  will 
be  expected  to  sell. 

Analysis  of  the  differing  responsibilities  carried 
by  the  Riceland  Foods  management  team 
suggests  that  a  propensity  for  conflict  might 
exist  among  those  charged  with  carrying  out 
those  duties.  Whatever  the  propensity  for  conflict, 
the  persons  affected  usually  have  enough 
experience  to  know  how  to  resolve  the  issue  in 
accord  with  Riceland  Foods'  single  objective — 
service  to  grower-members.  When  that  fails,  the 
opposing  positions  can  be  passed  up  to  the  next 
higher  level  for  resolution.  When  all  else  fails,  the 
issue  may  find  its  way  up  to  the  president  and 
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Riceland  Foods'  hull  storage  warehouse  exploded  in  flames  June  3,  1963. 


Don  McPherson  shows  Arkansas  water  inspection  officials  water  treatment  facilities  developed  by  Riceland  Foods. 


board  of  directors  for  a  policy  decision  and 
statement  by  which  such  issues  may  be  resolved 
in  the  future. 

Riceland  Foods'  coordinated  marketing  efforts 
have  been  successful  in  terms  of  the  cooperative's 
basic  objective — enhancement  of  grower 
income  through  orderly  marketing  of  members' 
grain.  Since  1944,  for  example,  grower-members 
of  Riceland  Foods  have  received,  on  average,  40 
cents  more  in  cash  and  certificates  for  every 
hundredweight  of  rice  they  marketed  through  the 
cooperative  than  the  national  average  payment 
received  by  all  U.S.  growers  taken  as  a  whole 
(table  3). 


Similarly,  Riceland  Foods  earned  greater 
returns  for  soybean  grower-members  who  used 
its  services  than  Arkansas  and  U.S.  growers  in 
general  earned  for  their  soybeans.  Grower- 
members  using  the  seasonal  pool  between 
1964  and  1974  earned  35  cents  more,  on  average, 
for  every  bushel  so  marketed  than  did  U.S. 
growers.  Grower-members  choosing  the  purchase 
pool  received,  on  average,  16  cents  more  for 
every  bushel  than  the  average  price  received  by 
U.S.  growers  in  the  same  period.  This  was  19 
cents  less  than  they  would  have  received  had 
they  chosen  the  seasonal  pool. 

In  general,  Riceland  Foods  paid  out  in  cash 
and  certificates  of  equity  12  percent  more  to  its 


grower-members  for  soybeans  and  8  percent 
more  for  rice  than  U.S.  growers  as  a  whole. 
Payments  in  revolving  fund  certificates 
averaged  6  cents  a  bushel  for  soybeans  (1964-73) 
and  22  cents  a  hundredweight  for  rice  (1944-73). 

Riceland  Foods  certificates  of  equity  are  so 
highly  valued  that  many  banks  and  production 
credit  associations  have  accepted  them  as 
collateral  from  Riceland  Foods  grower-members. 
Further,  they  are  fairly  liquid  assets  because 
Riceland  Foods  faithfully  redeems  them  on  a 
revolving  basis  and  pays  interest  on  them  during 
the  time  the  equities  are  outstanding.  Beyond 
that,  Riceland  Foods  acts  as  an  intermediary  for 
recipients  of  these  certificates  of  equity  who 
may  prefer  to  sell  them  now  even  at  a  discount 
rather  than  wait  until  they  are  called  for 
redemption.  Riceland  Foods  finds  it  easy  to  locate 
potential  buyers  among  grower-members  because 
the  interest  rate  paid  on  the  discounted  purchase 
price  gives  the  buyer  an  increased  effective 
yield.  For  example,  when  $100  worth  of  stock 
paying  4  percent,  or  $4  a  year,  is  sold  for  $80, 
the  annual  dividend  of  $4  on  the  $80  paid  for 
the  stock  represents  an  effective  yield  of  5  percent. 
In  addition,  it  pays  $100  on  maturity  to  the 
holder  who,  in  this  assumed  case,  paid  only  $80 


for  the  note,  a  premium  of  $20  in  addition  to  the 
higher  interest  rate.  This  intermediary  function 
exercised  by  Riceland  Foods  enhances  the  value 
of  its  stock  dividends  by  giving  them  quasi- 
negotiable  status. 

Riceland  Foods  has  been  able  to  earn  premium 
returns  for  its  grower-members  because  of  its 
dedication  and  adaptability.  When  grower- 
members  increased  the  volume  of  rice  to  be 
marketed,  the  cooperative  searched  out  new  and 
expanded  markets  as  well  as  new  ways  to 
process  both  the  rice  and  its  byproducts.  When 
grower-members  impelled  the  cooperative  into 
soybean  marketing,  the  cooperative  assumed 
structural  modifications  that  enhanced  its 
processing  and  marketing  effectiveness. 
Undoubtedly,  grower-members  will  initiate 
activity  in  the  future  that  will  call  forth  new 
ventures  and  further  changes  in  the  organization. 
Such  evolution  is  neither  to  be  feared  nor  avoided 
so  long  as  the  cooperative  and  its  members 
maintain  their  loyalty  to  each  other.  For  in  that 
bond  of  unanimity  of  purpose — orderly  marketing 
of  grower-members'  crops  to  enhance  their 
income — lies  the  source  of  the  cooperative's 
ability  to  adapt  to  changing  marketing  demands, 
and  ultimately  the  source  of  its  success. 


TABLE  3— RICE  AND  SOYBEAN  PRICES  RECEIVED  BY  RICELAND  FOODS, 
ARKANSAS,  AND  U.S.  GROWERS 


Growers 

Average  payment 
per  cwt.  of  rice, 
crop  years  1944-73 

Average  payment 
per  bushel  of  soybeans, 
crop  years  1963-73 

Riceland  Foods 

$5.66 

$3.40  (seasonal  pool) 

3.21  (purchase  pool) 

Arkansas 

5.36 

3.05 

United  States 

5.26 

3.05 

Source:  Riceland  Foods  data  supplied  by  the  cooperative,  State  and  national  data  from  U.S.  Department  of  Agriculture,  Statis- 
tical Reporting  Service. 
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Chapter  VI 

RICELAND  FOODS:  PAST  AS  FUTURE 


Riceland  Foods  was  con- 
ceived in  desperation, 
born  in  travail,  nursed  by 
depression,  tempered  by 
wars,  and  stands,  today,  as 
the  classic  example  of 
a  farmer-owned  and 
controlled  cooperative. 

L.  C.  Carter,  president, 
Riceland  Foods 


Histories  are  by  nature  reflective  hindsight,  but 
properly  understood,  valuably  predictive,  if 
Riceland  Foods'  past  can  be  read  as  prolog, 
its  response  to  former  challenges  should 
foreshadow  how  it  will  cope  with  future 
problems.  Making  such  projections  demands 


close  reading  of  Riceland  Foods'  history  to 
discover  what  is  uniquely  essential  to  this 
cooperative's  success.  Three  characteristics 
responsible  for  the  accomplishments  of  Riceland 
Foods  will  surely  continue  to  shape  its  future. 
These  are  its  special  member-cooperative 
relationship,  its  modular  organizational  structure, 
and  its  preeminent  emphasis  on  marketing. 
Admittedly,  Arkansas  is  geologically  endowed 
with  soil  uniquely  suited  to  rice  cultivation. 
Further,  the  supportive  role  of  U.S.  agricultural 
policies  has  been  another  necessary  condition 
to  the  cooperative's  progress,  but  it  is  the  special 
features  of  the  cooperative  that  have  generated 
its  success. 

Member-cooperative  relations  at  Riceland 
Foods  involve  much  more  than  the  one-man, 
one-vote  principle.  In  fact,  the  demands  are 
mutual  as  must  be  the  loyalties.  Members  must 
participate  in  seasonal  pooling  of  their  rice. 
While  they  have  the  option  of  placing  soybeans 
in  a  purchase  pool,  management  urges  the  use  of 


seasonal  pooling  for  soybeans  as  well.  The 
hard-won  operating  principle  of  seasonal  pooling 
established  by  the  original  grower-members, 
and  ratified  by  each  succeeding  generation,  gives 
management  the  latitude  needed  to  freely 
negotiate  for  optimal  marketing  terms. 

Growers  who  wish  to  join  Riceland  Foods  as 
members  forming  a  new  local  must  demonstrate 
their  commitment  by  raising  a  substantial  amount 
of  the  capital  needed  to  pay  for  the  facilities 
they  will  use.  Growers  wishing  delivery  rights 
in  an  existing  local  must  contribute  sums 
proportionate  to  the  acreage  they  intend  to 
market  through  the  cooperative. 

Savings  of  locals  earned  from  drying, 
conditioning,  and  storing  services  are  paid  to 
members  partly  in  cash  and  partly  in  cer- 
tificates of  equity.  Savings  that  the  Riceland 
Foods  central  office  earns  by  processing  and 
marketing  accrue  to  each  member  directly  and 
independently  of  savings  received  from  the  local. 
These  savings  are  paid  out  partly  in  cash  and 
partly  in  revolving  fund  certificates,  and  the 
latter  can  be  converted  into  cash  at  a  discount 
before  they  are  recalled.  Therefore,  members  of 
Riceland  Foods  may  enjoy  a  multiple  membership 
with  multiple  benefits. 

Riceland  Foods'  modular  organizational  form 
has  given  the  cooperative  great  flexibility  in  terms 
of  expansion  of  services.  Each  local  drier  is  a 
module  within  the  system.  Each  module  is 
independently  financed  and  managed  so  that  it 
enjoys  limited  autonomy  under  the  overall 
direction  of  top  management  at  Riceland  Foods. 
Because  the  formation  of  new  locals  has  become 
relatively  routinized,  Riceland  Foods  can  extend 
its  services  to  new  members  in  new  regions 
without  unduly  complicating  management's  task. 
With  equal  facility,  it  can  undertake  the  marketing 
of  new  crops  for  existing  locals,  as  it  did  in 
1958  with  soybeans,  and  again  in  the  1970's,  with 
milo  and  certified  seeds.  In  the  future,  growers 
in  western  Arkansas,  where  soybean  cultivation 
is  prevalent  and  rice  growing  is  not,  may  elect 
to  join  Riceland  Foods.  Evidence  of  this  trend 
already  appears  in  the  incorporation  of  new  locals 
at  Conway  and  at  Hope  in  central  Arkansas. 
Or  the  cooperative  may  be  induced  to  penetrate 
further  into  Missouri,  a  State  that  is  a  larger 


producer  of  soybeans  than  Arkansas.  The 
receiving  stations  at  Poplar  Bluff  and  Dudley, 
Mo.,  satellites  of  the  local  at  Corning,  Ark., 
may  be  on  the  leading  edge  of  this  movement. 
Further  expansion  into  Mississippi,  beyond  the 
Clarksdale  local,  which  will  serve  both  rice  and 
soybean  growers,  is  a  possibility.  Growers  in  the 
traditional  rice-growing  regions  of  Louisiana 
and  eastern  Texas  have  already  invited  Riceland 
Foods  into  their  areas.  While  any  of  these  moves 
would  increase  the  volume  of  grain  to  be 
marketed,  already  a  challenging  responsibility 
for  the  cooperative,  the  expansion  itself  would 
place  little  strain  on  the  resilient  organizational 
structure. 

The  single  most  challenging  task  that  will 
call  on  Riceland  Foods'  best  efforts  in  the  future 
concerns  the  cooperative's  market-oriented 
perspective.  The  U.S.  domestic  market  absorbs 
roughly  40  percent  of  U.S.  rice  and  55  percent 
of  U.S.  soybean  production.41  Although  there  has 
been  an  upward  trend  in  the  United  States  in  the 
per  person  consumption  of  both  rice  (especially 
of  flavored  and  convenience  rice  products)  and 
soybeans  (oil  for  consumer  products  and  meal 
for  livestock),  these  markets  offer  little  opportun- 
ity for  dramatic  expansion.  Consumption  of 
soybean  products,  which  increased  much  more 
rapidly  than  rice  products  in  the  1950's  and  1960's, 
has  begun  to  level  off.  Therefore,  to  continue 
its  growth  pattern,  Riceland  Foods  will  have  to 
secure  a  larger  share  of  the  existing  domestic 
market  through  both  consumer  foods  and  the 
industrial  sector. 

Expansion  of  domestic  consumer  products 
sales  on  behalf  of  grower-members  requires 
Riceland  Foods  to  make  an  intensive  effort  to 
increase  its  share  of  the  market  within  its 
established  sales  base,  and  then  extend  that 
base  into  new  marketing  regions.  Riceland  Foods 
can  intensify  that  sales  base  in  two  ways.  Costly 
media  and  trade  promotion  can  win  a  greater 
brand  preference  for  and  loyalty  to  the 
cooperative's  two  labels:  Riceland  and  Chefway. 
Another  way  it  can  intensify  its  base  is  by 
developing  its  family  of  products.  Riceland  Foods 
can  fill  out  its  line  of  specialty  and  processed 
convenience  rice  food  products,  and  extend  its 
line  of  soybean-oil-derived  products  beyond 
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salad  oil  and  shortening  to  include  products 
such  as  salad  dressing  and  margarine.  Meat 
analogs,  known  as  t.v.p.  (textured  vegetable 
protein),  derived  from  soybean  meal,  are 
predicted  to  expand  in  the  next  decade  reaching 
an  annual  U.S.  sales  level  of  $1.5  billion  by  1980, 
and  thus  appear  likely  candidates  for  product-line 
expansion  in  the  future.42 

In  addition  to  intensifying  its  sales  base, 
Riceland  Foods  faces  the  arduous  challenge  of 
developing  a  nationwide  marketing  network. 
Currently,  every  major  cooperative  grapples  with 
this  problem  with  most  of  them  struggling  to 
extend  their  marketing  outreach.  Perhaps,  in 
the  future,  cooperatives  with  regional  marketing 
networks  can  find  an  acceptable  way  to 
coordinate  their  distribution  to  achieve  better 
brand  identification,  raise  the  Nation's  food 
quality  standards,  and  thereby  pass  on  to 
consumers  the  new  marketing  economies. 

A  substantial  volume  of  grower-member  grain 
is  sold  to  domestic  industrial  users,  a  market 
where  cost  and  quality  generally  overrule  brand 
name  considerations.  This  sector  calls  for 
persistent  sales  effort,  and  Riceland  Foods' 


merchandising  has  often  found  niches  among 
brewers  and  processors  that  have  been  rewarding 

Energetic  marketing  of  byproducts  also  has 
been  characteristic  of  Riceland  Foods.  For 
example,  Riceland  Foods  realized  the  market 
potential  for  lecithin  and  has  turned  an  easily 
overlooked  byproduct  into  a  sizable  sales 
opportunity.  Similiarly,  the  use  of  rice  hulls  to 
provide  fuel  and  salable  ashes,  as  well  as 
recovering  valuable  products  from  soybean 
processing  plant  waste  water,  illustrate  how  the 
marketing  perspective  has  penetrated  the 
cooperative's  operations. 

Riceland  Foods  has  made  excellent  progress 
in  developing  its  export  marketing  expertise  in 
commercial  and  governmental  outlets.  It  took 
steps  to  develop  exclusive  representatives  for  its 
soybean  meal  sales  overseas  in  the  1960's  and  is 
following  a  similar  approach  for  its  rice  products. 
Fortunately,  both  the  U.S.  rice  and  soybean 
industries  play  a  prominent  role  in  world  trade 
relative  to  their  share  of  world  production.  U.S. 
growers,  for  example,  annually  produce  less  than 
2  percent  of  the  world's  rice,  but  account  for 
20  to  30  percent  of  the  international  rice  trade.43 


And  U.S.  growers,  who  produce  75  percent  of 
world  soybean  production,  account  for  90 
percent  of  world  trade  in  soybeans  and  their 
derivatives,  oil  and  meal.44  Riceland  Foods 
participates  in  our  Nation's  role  as  food  supplier 
to  the  world  through  Food  for  Peace  programs, 
but  it  is  energetically  building  its  market  base 
in  commercial  markets  against  the  day  when  less 
developed  food  importing  countries  rely  less  on 


food  grants.  Riceland  Foods  is  confident  that 
it  can  continue  to  strengthen  its  position  as  a 
supplier  of  rice  and  soybean  products  to 
international  competitive  markets.  This  emphasis 
on  marketing  is  not  new  to  the  cooperative. 
It  was  dominant  among  the  founders'  intentions 
who  understood  how  essential  it  was  in  serving 
grower-members  successfully,  and  it  will  continue 
to  be  a  driving  force  at  Riceland  Foods. 
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ARTICLES  OF  ASSOCIATION  COMPARISONS 


CERTIFICATE  OF  AMENDMENT 
OF  THE 

ARTICLES  OF  ASSOCIATION 


CERTIFICATE  OF  AMENDMENT 
OF  THE 

ARTICLES  OF  ASSOCIATION 


CERTIFICATE  OF  AMENDMENT 
OF  THE 

ARTICLES  OF  ASSOCIATION 


THE  ARKANSAS  RICE 
GROWERS  COOPERATIVE 
ASSOCIATION 
STUTTGART,  ARKANSAS 
INCORPORATED 
AUGUST  7,1940 

KNOW  ALL  MEN  BY  THESE 
PRESENTS: 


RICELAND  FOODS,  INC. 
(FORMERLY  ARKANSAS 
GRAIN  CORPORATION) 
STUTTGART,  ARKANSAS 
INCORPORATED 
AUGUST  29,1958 

KNOW  ALL  MEN  BY  THESE 
PRESENTS: 


RICELAND  FOODS  SEED 
DIVISION,  INC. 
STUTTGART,  ARKANSAS 
INCORPORATED 
JANUARY  5,1973 


KNOW  ALL  MEN  BY  THESE 
PRESENTS: 


That  L.  C.  Carter,  the  Presi- 
dent, and  Leland  L.  Carle,  the 
Secretary,  of  the  Arkansas  Rice 
Growers  Cooperative  Associa- 
tion, an  agricultural  cooperative 
association,  duly  organized 
and  incorporated  under  and  by 
virtue  of  Act  No.  153  of  the 
General  Assembly  of  the  State 
of  Arkansas,  approved  Febru- 
ary 28, 1939,  as  Amended,  do 
hereby  certify  that  on  the  5th 
day  of  September,  1974,  at  a 
duly  called,  convened  and  held 
regular  annual  meeting  of  the 
members  of  said  Association, 
at  which  a  quorum  of  the 
common  stockholders  was 
present  (all  issued  preferred 
stock  having  been  called  and 
redeemed  prior  to  such  meet- 
ing and  none  being  outstand- 
ing), a  statutory  majority  of  the 
common  stockholders  of  the 
Association  voted  to  adopt  a 
Plan  of  Reorganization  and  in 
keeping  therewith  to  adopt  the 
Amended  and  Restated  Articles 
of  Association,  of  that  Associa- 
tion, the  vote  count  on  both 
proposals,  separately  taken, 
being  as  follows: 


That  L.  C.  Carter,  the  Presi- 
dent, and  Leland  L.  Carle,  the 
Secretary,  of  Riceland  Foods, 
Inc.,  an  agricultural  cooperative 
association,  duly  organized  and 
incorporated  under  and  by 
virtue  of  Act  No.  153  of  the 
General  Assembly  of  the  State 
of  Arkansas,  approved  Febru- 
ary 28, 1939,  as  Amended,  do 
hereby  certify  that  on  the  5th 
day  of  September,  1974,  at  a 
duly  called,  convened  and  held 
regular  annual  meeting  of  the 
members  of  said  Association, 
at  which  a  quorum  of  the 
common  stockholders  was 
present  (all  issued  preferred 
stock  having  been  called  and 
redeemed  prior  to  such  meet- 
ing and  none  being  outstand- 
ing), a  statutory  majority  of  the 
common  stockholders  of  the 
Association  voted  to  adopt  a 
Plan  of  Reorganization  and  in 
keeping  therewith  to  adopt  the 
Amended  and  Restated  Articles 
of  Association,  of  that  Associa- 
tion, the  vote  count  on  both 
proposals,  separately  taken, 
being  as  follows: 


That  L.  C.  Carter,  the  Presi- 
dent, and  Leland  L.  Carle,  the 
Secretary  of  Riceland  Foods 
Seed  Division,  Inc.,  an  agricul- 
tural cooperative  association, 
duly  organized  and  incorpo- 
rated under  Act  No.  153  of  the 
General  Assembly  of  the  State 
of  Arkansas,  approved  Febru- 
ary 28, 1939,  as  Amended,  do 
hereby  certify  that  on  the  5th 
day  of  September,  1974,  at  a 
duly  called,  convened  and  held 
regular  annual  meeting  of  the 
members  of  said  Association, 
at  which  a  quorum  of  the 
common  stockholders  was 
present  (no  preferred  stock 
having  ever  been  issued  by  the 
Association  and  none  being 
outstanding),  a  statutory  major- 
ity of  the  common  stockholders 
of  the  Association  voted  to 
adopt  a  Plan  of  Reorganization 
and  in  keeping  therewith  to 
adopt  Amended  and  Restated 
Articles  of  Association,  of  that 
Association,  the  vote  count  on 
both  proposals,  separately 
taken,  being  as  follows: 


Total  eligible  to  vote:  4,036 


Total  eligible  to  vote:  17,067 


Total  eligible  to  vote:  1,406 


1— TARGCA 


2— RF 


3— RFSD 


Quorum:  300 

Number  present  in  person  or 

by  proxy:  3,010 

Voting  for  amended  articles: 

3,010 

Voting  against  amended  arti- 
cles: none 

The  Amended  and  Restated 
Articles  of  Association  read,  as 
follows: 


Quorum :  500 

Number  present  in  person  or 

by  proxy:  10,210 

Voting  for  amended  articles: 

10,210 

Voting  against  amended  arti- 
cles: none 

The  Amended  and  Restated 
Articles  of  Association  read,  as 
follows: 


Quorum:  300 

Number  present  in  person  or 
by  proxy:  918 

Voting  for  amended  articles: 
918 

Voting  against  amended  arti- 
cles: none 

The  Amended  and  Restated 
Articles  of  Association  read,  as 
follows: 


AMENDED  AND  RESTATED 
ARTICLES  OF  ASSOCIATION 
THE  ARKANSAS  RICE 
GROWERS  COOPERATIVE 
ASSOCIATION 

ARTICLE  ONE 
NAME 
Par.  7 

The  name  of  said  Association 
shall  be  THE  ARKANSAS  RICE 
GROWERS  COOPERATIVE 
ASSOCIATION. 

The  Association  may  do  busi- 
ness, under  the  registered  fic- 
titious name  "Riceland  Foods." 

ARTICLE  TWO 
Par.  2 

The  incorporators  are: 

E.  H.  Whitehouse 
L.  H.  McBride 

F.  G.  Urfer 
W.  G.  Flowers 

G.  R.  Jones 


AMENDED  AND  RESTATED 
ARTICLES  OF  ASSOCIATION 

RICELAND  FOODS,  INC. 


ARTICLE  ONE 
NAME 
Par.  7 

The  name  of  this  Association 
is:  RICELAND  FOODS,  INC. 


ARTICLE  SIX 
Par.  8 

The  names  and  addresses  of 
those  who  are  to  serve  as  in- 
corporating directors  and  until 
their  successors  are  elected  and 
qualified  are: 


Term  of 

Name  and  Address 

Office 

A.  H.  Westerman 

1  year 

Weiner,  Ark. 

H.  K.Smith,  Jr. 

1  year 

Wheatley,  Ark. 

L.  F.  Seidenstricker 

2  years 

DeValls  Bluff,  Ark. 

AMENDED  AND  RESTATED 
ARTICLES  OF  ASSOCIATION 

RICELAND  FOODS  SEED 
DIVISION,  INC. 

ARTICLE  ONE 
NAME 
Par.  7 

The  name  of  the  Association 
is:  RICELAND  FOODS  SEED 
DIVISION,  INC. 


1— TARGCA 


2— RF 


3— RFSD 


S.  E.  Greenwalt  2  years 

Hazen,  Ark. 

J.  B.  Huber  3  years 

Weiner,  Ark. 

R.  E.  Short,  Jr.  3  years 

Brinkley,  Ark. 


ARTICLE  THREE  ARTICLE  FOUR 

LOCATION  LOCATION 
Par.  3  Par.  5 

The  principal  office  and  place  of  business  of  this  Association 
shall  be  in  the  City  of  Stuttgart,  in  Arkansas  County,  Arkansas,  but 
it  may  have  such  other  offices  and  places  of  business,  either  within 
or  without  the  State  of  Arkansas,  as  may  be  deemed  advisable 
by  its  Board  of  Directors. 

ARTICLE  FOUR  ARTICLE  FIVE 

DURATION  DURATION 
Par.  4  Par.  6 

The  life  of  this  Association  shall  be  perpetual. 

ARTICLE  FIVE  ARTICLE  TWO 

PURPOSES  PURPOSES 
Par.  5  Par.  2 

This  Association  is  formed  for  the  following  purposes: 


Par.  5A 

To  engage  in  any  activity 
relative  to  the  receiving,  pur- 
chasing, marketing,  handling, 
drying,  grading,  processing, 
milling,  preparing  for  market 
in  either  the  natural  or  proc- 
essed state,  storing,  warehous- 
ing, shipping,  advertising,  sell- 
ing and  distributing  of  rice  or 
any  other  agricultural  commod- 
ity in  any  form,  produced  by 
its  members  or  others  and  of 
products  and  byproducts  of  any 
of  them,  and  in  financing  of 
any  of  said  operations. 


Par.  2A 

To  engage  in  any  activity 
relative  to  the  marketing,  han- 
dling, drying,  processing,  mill- 
ing, crushing,  refining,  pre- 
paring for  market  in  any  form, 
storing,  transporting,  financing, 
standardizing,  selling  and  dis- 
tributing of  soybeans,  wheat, 
corn,  rye,  barley,  and  other  type 
of  grain  or  seed  produced  by 
its  members  or  others  and  the 
products  and  byproducts  de- 
rived from  any  of  them  in  fi- 
nancing of  any  said  operations. 


ARTICLE  THREE 
LOCATION 
Par.  3 

The  principal  place  of  busi- 
ness of  this  Association  shall  be 
at  Stuttgart,  Arkansas  County, 
State  of  Arkansas. 


ARTICLE  FOUR 
DURATION 
Par.  4 


ARTICLE  TWO 
PURPOSES 
Par.  2 


Par.  2A 

To  purchase  and  procure  for 
its  members  and  patrons  all 
types  of  seed  and  fertilizer  and 
all  other  manner  of  farm  sup- 
plies and  equipment,  and  to  dry, 
clean,  process,  store,  manufac- 
ture, sell,  handle,  ship  and 
distribute  such  items  to  and  for 
its  members  and  patrons. 
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Par.  5B 


Par.  2B 


Par.  2B 


To  engage  in  any  activity  relative  to  the  business  of  dealing  in 
fertilizer,  seeds,  farm  supplies  and  equipment  of  every  kind  and 
character  for  its  members  and  others  and  any  other  business  or 
activity  in  which  an  Association  incorporated  under  the  Act  under 
which  this  Association  is  incorporated  may  engage. 


To  otherwise  engage  in  any 
activity  or  business  lawfully 
permitted  it  relative  to  the 
procuring,  drying,  cleaning, 
processing,  storing,  shipping, 
preparing  for  market,  selling, 
trading  in,  and  other  handling 
of  rice,  soybeans,  or  any  other 
agricultural  product,  in  any 
form,  produced  by  or  pur- 
chased or  otherwise  procured 
for  its  members  and  patrons. 


Par.  6 


Par.  3 


The  foregoing  purposes  may  be  carried  out  by  the  Association 
in  any  capacity  and  on  any  mutual  or  cooperative  basis  that 
may  be  agreed  upon. 


ARTICLE  SIX 
POWERS 
Par.  7 


ARTICLE  THREE 
POWERS 
Par.  4 


The  powers  of  this  Association  are,  as  follows: 

Par.  8  Par.  4A 


ARTICLE  SIX 
POWERS 
Par.  4 


Par.  66 


To  buy,  acquire,  hold,  own,  lease,  give  as  security,  sell  and  otherwise  dispose  of,  and  exercise  all 
privileges  (and  rights  [3a])  of  ownership  over  such  real  personal  property  of  any  (kind  or  [3b])  character 
or  interest  therein  as  may  be  deemed  (advisable  or  conducive  to  furthering  [3c])  the  business  of  the 
Association  or  incidental  thereto. 


[3a]  omit 
[3b]  omit 

[3c]  necessary  or  desirable 
for  the  conduct  of 

Par.  6A 

To  engage  in  and  transact 
business  with  members  and 
non-members  under  rules  and 
provisions  adopted  by  the 
Board  of  Directors,  provided 


Par.  9 


Par.  4B 


To  engage  in  and  transact  business  with  non-members  under 
rules  and  regulations  adopted  by  the  Board  of  Directors  and 
subject  to  the  (restrictions  stated  herein  and  in  the  Bylaws.  [2a]) 

[2a]  within  restrictions  and 
the  Bylaws 
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the  business  transacted  with 
such  non-members  is  not 
greater  in  value  than  that  trans- 
acted with  its  members. 


Par.  70 


Par.  4C 


Par.  6C 


To  borrow  money  without  limitation  as  to  amount  of  corporate 
indebtedness;  to  give  a  lien  on  any  of  its  property  as  security 
therefor  in  any  manner  permitted  by  law;  and  to  make  advances  to 
member  and  non-member  producer  patrons  of  the  Association. 


To  borrow  money  for  any 
purpose  of  the  Association 
without  limitations  and  to  issue 
bonds,  debentures,  notes  or 
other  obligations  therefor,  and 
to  secure  the  same  by  pledge, 
mortgage,  or  deed  of  trust  on 
the  whole  or  any  part  of  the 
property  of  the  Association, 
either  real  or  personal,  or  to 
issue  bonds,  notes  or  other 
obligations  without  any  such 
security. 


Par.  77 


Par.  4D 


To  guarantee,  endorse,  purchase  or  otherwise  acquire,  hold,  sell, 
assign,  transfer,  mortgage,  pledge,  or  otherwise  dispose  of  shares 
of  stock,  bonds  or  other  securities  or  evidence  of  indebtedness 
of  any  other  corporation,  if  to  do  so  is  deemed  to  further  the 
purposes  for  which  this  Association  is  formed. 


Par.  6F 

To  participate  by  member- 
ship, stock,  ownership,  patron- 
age, or  otherwise,  in  coopera- 
tive agencies  for  furthering  any 
of  the  purposes  of  this 
Association. 


Par.  72 

To  act  as  the  agent,  repre- 
sentative, factor  or  broker  of  its 
members  or  any  of  them  in 
carrying  out  any  of  the 
purposes  for  which  this 
Association  is  formed. 


Par.  6E 

To  draw,  make,  accept,  en- 
dorse, guarantee,  execute  and 
issue  promissory  notes,  bills  of 
exchange,  drafts,  warrants, 
certificates  and  all  kinds  of 
obligations  and  negotiable  or 
transferable  instruments  for  any 
purpose  that  is  deemed  to  fur- 
ther the  objects  for  which  this 
Association  is  formed  and  to 
give  a  lien  on  any  of  its  prop- 
erty or  any  property  on  which  it 
is  entitled  to  give  a  lien. 
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Par.  13 

To  erect,  purchase,  lease,  and 
operate  warehouses,  licensed 
and  bonded  under  State  or 
Federal  Law,  or  otherwise,  and 
other  storage  facilities  for  the 
warehousing  or  storage  of  rice 
and  other  agricultural  products 
and  for  the  performance  of 
any  other  service  or  function 
relative  to  such  rice  or  other 
products;  and  to  issue  ware- 
house receipts  therefor;  and  to 
make  advances  or  loans  upon 
the  security  of  such  rice  and 
other  products. 


Par.  6D 

To  operate  licensed  bonded 
warehouses  and  to  execute  all 
bonds  or  assurances  as  may  be 
required  to  become  a  licensed 
warehouseman  and  to  issue 
bonded  negotiable  or  non- 
negotiable  warehouse  receipts 
under  State  or  Federal  laws 
covering  any  agricultural 
product. 


Par.  14 


Par.  4E 


Par.  6C 


To  do  each  and  everything  suitable  and  proper  (in  the  judgment 
of  the  Board  of  Directors  [2a])  to  further  the  purposes  for  which 
this  Association  is  formed  (anywhere  in  the  world  [2b])  or  which 
is  deemed  conducive  thereto  and  to  contract  accordingly;  and 
in  addition  to  the  foregoing,  to  possess  all  powers,  privileges,  and 
rights  conferred  on  ordinary  corporations  and  cooperative  cor- 
porations by  the  laws  of  this  State,  except  such  as  are  inconsistent 
with  the  express  provisions  of  the  Act  under  which  this  Association 
is  formed,  and  to  do  any  such  thing  anywhere;  and  the  enumera- 
tion (herein  of  [2c])  powers  shall  not  be  held  to  (limit,  restrict  or 
exclude  [2d])  in  any  manner  any  of  the  powers  which  may  by  law 
be  possessed  by  this  Association,  all  of  which  are  hereby  expressly 
claimed. 

[2a]  omit 
[2b]  omit 

[2c]  of  the  foregoing 
[2d]  limit  or  restrict 


To  do  each  and  everything 
necessary,  suitable  or  proper 
for  the  accomplishment  of  any 
of  the  purposes  or  the  attain- 
ment of  any  one  or  more  of  the 
objects  herein  enumerated;  or 
conducive  to  or  expedient  for 
the  interest  or  benefit  of  the 
Association;  and  to  contract 
accordingly;  and  in  addition, 
to  exercise  and  possess  all 
powers,  rights,  and  privileges 
necessary  or  incidental  to  the 
purposes  for  which  the  Associa- 
tion is  organized  or  to  the 
activities  in  which  the  Associa- 
tion is  engaged,  and  to  have 
and  exercise  all  the  powers, 
privileges  and  rights  granted, 
authorized  or  allowed  to  asso- 
ciations organized  under  Act 
153  of  the  Legislature  of  the 
State  of  Arkansas  for  the  year 
1939  or  amendments  thereto, 
and  all  other  powers  author- 
ized or  allowed  to  corporations 
by  other  laws  of  the  State  of 
Arkansas,  insofar  as  they  are 
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not  in  conflict  with  the  express 
provisions  of  the  Law  under 
which  this  Association  is 
organized. 

Par.  15  Par.  4F  Par.  6H 

(But  [3a])  in  carrying  out  its  powers  this  Association  is  hereby  obligated  to  deal  with  members  and 
non-members  on  the  same  basis;  and  it  is  hereby  obligated  to  allocate  without  discrimination  on 
a  patronage  basis  [3b]  to  its  member  and  non-member  patrons  in  any  approved  and  accepted  manner 
or  manners  all  amounts  received  from  their  patronage  over  and  above  its  overhead,  operating  and 
maintenance  costs  and  (expenses.  In  addition,  this  Association  shall  not  market  the  products  of 
non-members  in  an  amount  the  value  of  which  exceeds  the  value  of  the  products  marketed  for 
members.  [3c]) 

(It  shall  not  purchase  supplies  and  equipment  for  non-members 
in  an  amount  the  value  of  which  exceeds  the  value  of  the  supplies 
and  equipment  purchased  for  members.  It  shall  not  purchase 
supplies  and  equipment  for  persons  who  are  neither  members  or 
producers  of  agricultural  products  in  an  amount  the  value  of 
which  exceeds  fifteen  per  cent  (15%)  of  all  its  purchases  [1a]). 


Business  done  for  the  United  States,  or  any  of  its  agencies,  shall  be  disregarded  in  determining  the 
limitations  imposed  by  this  paragraph. 

[1a]  omit  [3a]  omit 

[3b]  by  activities  or  otherwise 

[3c]  expenses,  all  as  more 
detailed  from  time  to  time  in 
the  Bylaws 

ARTICLE  SEVEN  ARTICLE  SEVEN  ARTICLE  SEVEN 

MEMBERSHIP  MEMBERSHIP  MEMBERSHIP 

Par.  16  Par.  9  Par.  7 

This  Association  is  hereby  reorganized  as  a  non-stock  cooperative  in  the  manner  and  form  now 
herein  provided. 

Par.  17  Par.  10  Par.  8 

This  Association  shall  be  a  non-profit  cooperative  association  and  shall  make  no  profits  from  any  of 
its  activities.  This  Association  shall  not  have  capital  stock,  but  shall  admit  applicants  to  membership 
in  the  Association  upon  such  uniform  conditions  as  may  be  prescribed  in  its  Bylaws.  This  Association 
shall  be  operated  on  a  cooperative  basis  for  the  mutual  benefit  of  its  members  as  producers  of  farm 
products.  Membership  in  the  Association  shall  be  restricted  to  producers  of  farm  products  as  defined 
in  the  statute  under  which  this  Association  is  organized,  and  associations  of  such  producers  who  shall 
patronize  the  Association. 
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Par.  18  Par.  11  Par.  9 

The  voting  rights  of  members  of  the  Association  shall  be  equal  and  each  member  shall  have  one 
vote  only  upon  each  matter  submitted  to  vote  in  any  meeting  of  the  members.  No  person  whose 
membership  may  be  canceled  or  suspended  because  of  failure  to  patronize  the  Association  or  for  any 
other  cause  which  may  be  provided  in  the  Bylaws  shall  have  any  vote  in  the  affairs  of  the  Association. 

Par.  19  Par.  12  Par.  10 

The  property  rights  and  interests  of  each  member  in  the  Association  shall  be  unequal.  Such  property 
rights  shall  be  determined  and  fixed  in  the  proportion  that  the  patronage  of  each  member  shall  bear 
to  the  total  patronage  of  all  the  members  with  the  Association.  In  determining  property  rights  and 
interests,  all  amounts  allocated  to  each  patron  or  evidenced  by  certificates  of  any  kind  shall  be 
excluded,  and  upon  dissolution,  the  equity  interests  of  members  and  patrons  shall  be  determined  as 
provided  in  Article  (eight  [1a]).  New  members  admitted  to  membership  shall  be  entitled  to  share  in  the 
property  of  the  Association  in  accordance  with  the  foregoing  general  rule. 

[1a]  nine 

Par.  20  Par.  13  Par.  11 

From  and  after  the  adoption  of  these  Amended  Articles  each  member's  right  to  vote  and  to 
participate  in  the  affairs  of  the  Association  will  be  evidenced  by  a  Certificate  of  Membership  issued  to 
each  member  in  form  as  may  be  prescribed  by  the  Directors,  and  subject  to  cancellation  under  such 
conditions  as  may  be  prescribed  by  the  Bylaws. 

Par.  21  Par.  14  Par.  12 

Immediately  upon  the  adoption  of  these  Amended  Articles  of  Association,  all  outstanding  common 
stock  issued  by  the  Association  is  hereby  canceled  and  all  authority  of  the  Association  to  issue  any 
such  stock  is  canceled  and  stricken  from  the  Articles  of  Association.  The  Association  shall  proceed  to 
redeem  such  stock  as  provided  in  this  amended  Article. 

Par.  22  Par.  15  Par.  13 

Notwithstanding  cancellation  of  such  stock  and  the  certificates  evidencing  the  same,  the  membership 
rights  of  each  qualified  holder  of  such  stock  shall  continue  and,  as  promptly  as  possible,  after  the 
adoption  of  these  Amended  Articles  will  be  evidenced  by  a  fee  paid  Membership  Certificate  issued 
in  redemption  of  the  common  stock  held  by  each  qualified  member.  PROVIDED  any  owner  of  such 
canceled  stock,  upon  tender  of  a  Membership  Certificate  in  exchange  for  his  common  stock  certificate 
may  elect  to  withdraw  as  a  member  of  the  Association  by  notifying  the  Association  to  such  effect, 
whereupon  the  Association  shall  be  obligated  to  pay  such  person,  in  money,  the  full  face  value  of  his 
canceled  common  stock  certificate  and  such  person  shall  cease  to  be  a  member  of  this  Association. 

Par.  23  Par.  16  Par.  14 

Likewise,  immediately  upon  the  adoption  of  these  Amended  Likewise,  immediately  upon 

Articles  of  Association,  all  outstanding  Preferred  Stock  issued  by  the  adoption  of  these  Amended 
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the  Association  is  hereby  canceled  and  all  authority  of  the 
Association  to  issue  any  such  stock  is  canceled  and  stricken  from 
the  Articles  of  Association.  The  Association  shall  proceed  with  the 
immediate  redemption  of  such  stock  which  may  remain  out- 
standing by  exchanging  with  the  holder  thereof  registered 
promissory  notes  of  the  Association  in  an  amount  equal  to  the  face 
value  of  such  stock,  plus  all  accrued  and  unpaid  dividends,  if 
any,  and,  if  the  owner  of  such  stock  shall  fail  or  refuse  to  carry 
out  the  exchange  on  such  basis,  then  the  redemption  shall  be  made 
by  payment  in  money. 


Articles  of  Association,  all 
authority  of  the  Association  to 
issue  preferred  stock  is  hereby 
canceled  and  stricken  from  the 
Articles  of  Association.  There 
being  no  preferred  stock  out- 
standing at  the  time  of  the 
adoption  of  these  Amended 
Articles,  no  preferred  stock 
shall  hereafter  be  issued  by  this 
Association. 


Par.  24 


Par.  77 


Par.  75 


In  all  cases  where  exchange  of  the  canceled  common  stock  (and  canceled  preferred  stock  [3a])  of 
the  Association  cannot  be  completed  because  of  the  inability  of  the  Association  to  contact  the  owner, 
or  because  of  the  owner's  death,  or  for  any  similar  reason,  the  Association  shall  establish  on  its  books  a 
credit  in  the  amount  equal  to  the  amount  the  owner  is  entitled  to  receive  in  redemption  of  the  owner's 
canceled  stock,  the  same  to  be  paid  to  such  owner  or  to  such  owner's  personal  representative(s) 
immediately  upon  such  owner's  or  deceased  owner's  personal  representative(s)  being  located  or 
becoming  available  for  payment. 


[3a]  omit 


Par.  25  Par.  78  Par.  76 

Membership  in  the  Association  shall  be  subject  to  suspension  or  cancellation  by  the  Board  of 
Directors,  if  a  member  shall  become  a  non-producer  of  farm  products  or  otherwise  become  ineligible 
to  hold  membership  in  the  Association,  or,  if  the  member  violates  any  terms  and  conditions  of  the 
Uniform  Membership  Agreement,  Bylaws,  or  rules  and  regulations  of  the  Association,  or  fails  to  observe 
any  obligation  or  duty  to  the  Association,  but  such  suspension  or  cancellation  may  occur  only  after 
notice  to  the  member  and  hearing  as  provided  in  the  Bylaws.  During  any  period  of  suspension,  the 
suspended  member  shall  have  no  voice  or  vote  in  the  affairs  of  the  Association. 


ARTICLE  EIGHT 
BOARD  OF  DIRECTORS 
Par.  27 

The  management  of  the  busi- 
ness affairs  and  property  of  the 
Association  shall  be  vested  in 
a  Board  of  Directors  of  not  less 
than  fifteen  (15)  nor  more  than 
twenty-five  (25)  members  of 
which  not  less  than  three  (3) 
nor  more  than  six  (6)  may  be 
directors-at-large,  as  provided 
in  the  Bylaws  of  the  Association 


ARTICLE  SIX 
BOARD  OF  DIRECTORS 
Par.  7 

The  management  of  the  busi- 
ness and  affairs  of  this  Associa- 
tion shall  be  vested  in  a  Board 
of  Directors  of  not  less  than  six 
(6)  but  may  be  any  number  in 
excess  thereof,  all  as  provided 
in  the  Bylaws  of  the  Associa- 
tion. 


ARTICLE  FIVE 
BOARD  OF  DIRECTORS 
Par.  5 

The  management  of  the  busi- 
ness and  affairs  of  the  Associa- 
tion shall  be  vested  in  a  Board 
of  Directors  consisting  of  not 
less  than  five  (5)  members,  but 
may  be  any  number  in  excess 
thereof.  The  actual  number  of 
directors  of  the  Association  and 
their  terms  of  office  shall  be  as 
specified  in  the  Bylaws.  Each 
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and  as  determined  by  the 
Board  of  Directors. 


director  shall  be  a  member  in 
good  standing  of  this  Associa- 
tion. 


ARTICLE  NINE 
DISTRIBUTION  OF  ASSETS 
ON  LIQUIDATION  OR 
DISSOLUTION 
Par.  27 


ARTICLE  EIGHT 
DISTRIBUTION  OF  ASSETS 
ON  LIQUIDATION  OR 
DISSOLUTION 
Par.  19 


ARTICLE  EIGHT 
DISTRIBUTION  OF  ASSETS 
ON  LIQUIDATION  OR 
DISSOLUTION 
Par.  17 


Upon  dissolution  or  liquidation  of  the  Association  all  debts  of  the  Association  shall  be  paid.  Any 
assets  remaining  after  payment  of  all  debts  shall  be  used  to  retire  all  certificates  which  the  Association 
may  have  issued  to  members  to  evidence  patronage  refunds  due  them,  and  any  amount  then  remaining 
shall  be  distributed,  on  a  patronage  basis,  as  provided  in  the  Bylaws. 


IN  WITNESS  WHEREOF, 

L.  C.  Carter,  the  President  of 
The  Arkansas  Rice  Growers 
Cooperative  Association,  and 
Leland  L.  Carle,  Secretary,  have 
affixed  their  signatures  hereto 
and  have  affixed  the  Seal  of  said 
Association  hereto  on  this  6th 
day  of  September,  1974. 


IN  WITNESS  WHEREOF, 

L.  C.  Carter,  the  President,  and 
Leland  L.  Carle,  as  Secretary  of 
Riceland  Foods,  Inc.,  have 
affixed  their  signatures  hereto 
and  have  affixed  the  Seal  of  said 
Association  hereto  on  this  6th 
day  of  September,  1974. 


IN  WITNESS  WHEREOF, 

L.  C.  Carter,  the  President  of 
Riceland  Foods  Seed  Division, 
Inc.,  and  Leland  L.  Carle,  its 
Secretary,  have  affixed  their 
signatures  hereto  and  have 
affixed  the  Seal  of  said  Associa- 
tion hereto,  on  this  6th  day  of 
September,  1974. 


L.  C.  Carter,  President 


L.  C.  Carter,  President 


L.  C.  Carter,  President 


Leland  L.  Carle,  Secretary 
Corporate  Seal: 


Leland  L.  Carle,  Secretary 
Corporate  Seal : 


Leland  L.  Carle,  Secretary 
Corporate  Seal : 
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Appendix  B 

BYLAWS  COMPARISONS 


THE  ARKANSAS  RICE 
GROWERS  COOPERATIVE 
ASSOCIATION 
(DOING  BUSINESS  AS 
RICELAND  FOODS) 
STUTTGART,  ARKANSAS 

INCORPORATED 
AUGUST  5,1940 

AS  OF  SEPTEMBER  16,  1964 
OPERATING  UNDER  ACT  153 
OF  THE  LAWS  OF  ARKANSAS 
FOR  1939 

RESTATED  AND  AMENDED 
BYLAWS  ADOPTED  AT 
ANNUAL  MEETING  OF 
MEMBERS  HELD  ON 
SEPTEMBER  5, 1974 


RICELAND  FOODS,  INC. 
(FORMERLY  ARKANSAS  GRAIN 
CORPORATION) 
STUTTGART,  ARKANSAS 


INCORPORATED  AUGUST  20, 
1958  UNDER  ACT  153  OF 
1939  OF  ARKANSAS 


RESTATED  AND  AMENDED 
BYLAWS  ADOPTED  AT 
ANNUAL  MEETING  OF 
MEMBERS  HELD  ON 
SEPTEMBER  5,  1974 


RICELAND  FOODS 
SEED  DIVISION,  INC. 
STUTTGART,  ARKANSAS 


INCORPORATED  JANUARY  5, 

1973 


RESTATED  AND  AMENDED 
BYLAWS  ADOPTED  AT 
ANNUAL  MEETING  OF 
MEMBERS  HELD  ON 
SEPTEMBER  5,  1974 


ARTICLE  ONE 
POWERS  AND  PURPOSES 
Par.  1 


ARTICLE  ONE 
POWERS  AND  PURPOSES 
Par.  1 


ARTICLE  ONE 
POWERS  AND  PURPOSES 
Par.  1 


The  powers  and  purposes  of  this  Association  are  those  set  forth  in  its  Articles  of  Association,  and  in 
case  of  conflict  between  the  Articles  of  Association  and  these  Bylaws,  the  Articles  of  Association  shall 
(control  [1a]). 


[1a]  prevail 


ARTICLE  TWO 
MEMBERSHIP 
Par.  2 


ARTICLE  TWO 
MEMBERSHIP 
Par.  2 


ARTICLE  TWO 
MEMBERSHIP 
Par.  2 


QUALIFICATIONS.  Any  person,  firm  or  corporation  engaged  in  farming  in  the  territory  served  by  the 
Association  and  who  agrees  to  patronize  this  Association  in  accordance  with  uniform  terms  and 
conditions  [2a],  and  who  has  been  approved  by  its  Board  of  Directors  may  become  a  member  [1a]  by 
paying  a  membership  fee  of  $1.00  and  entering  into  a  Marketing  Agreement  with  the  Association,  in 
the  form  prescribed  by  its  Board  of  Directors.  Only  an  eligible  holder  of  a  membership  certificate  shall 
be  entitled  to  vote  in  meetings  of  the  Association  and  shall  be  regarded  as  a  member  of  the  Association, 
Membership  in  the  Association  is  open  to  (all  farmer  producers  of  grain  [1b])  in  the  territory  served 
by  the  Association,  except  that  producers  may  be  denied  membership  on  a  reasonable  basis,  including 
among  other  reasons  (the  fact  [3a])  that  the  membership  of  a  farmer  producer  would  be  inimical  to 
the  effective  operation  of  the  Association. 


[1a]  of  the  Association  [2a]  prescribed  by  it  [3a]  omit 

[1b]  all  farm  producers  of  rice 
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SUSPENSION  OR 

VOTING  RIGHTS  VOTING  RIGHTS  CANCELLATION  OF 

AND  SUSPENSION  THEREOF         AND  SUSPENSION  THEREOF  VOTING  RIGHTS 

Par.  3  Par.  3  Par.  3 


The  voting  rights  of  a  member  shall  be  as  provided  in  Article 
Seven  of  the  Articles  of  Association,  and  shall  be  subject  to 
suspension  or  cancellation  as  therein  provided.  The  voting  rights 
of  any  member,  who  ceases  to  be  eligible  to  be  a  member,  shall  be 
suspended  immediately  upon  the  finding  of  the  Board  of  Directors 
that  such  member  is  ineligible  for  membership.  The  voting  rights 
of  any  member,  who  violates  any  part  of  the  terms  and  conditions 
of  the  Uniform  Membership  Agreement,  Bylaws  or  Rules  and 
regulations  of  this  Association,  or  who  performs  an  act  of  dis- 
loyalty to  the  Association,  may  be  suspended  by  a  majority  vote 
of  the  Board  of  Directors;  provided,  however,  that  before  the 
voting  rights  are  suspended,  the  Board  of  Directors  shall  hold  a 
meeting  for  the  purpose  of  hearing  and  receiving  evidence  of  the 
charges  preferred  against  him,  or  concerning  his  eligibility  to  be 
a  member,  and  at  such  meeting,  he  shall  have  the  right  to 
present  witnesses  and  to  be  heard  in  person  or  by  counsel  in 
answer  thereto;  and  the  person  bringing  the  charges  against  him 
shall  have  the  same  opportunity.  Notice  of  such  meeting,  contain- 
ing a  statement  of  the  charges  preferred  against  the  member, 
shall  be  mailed  to  such  member,  at  least  ten  days  previous  to  the 
date  of  meeting.  The  Certificate  of  Membership  of  any  member, 
whose  voting  rights  are  suspended  by  the  Board  of  Directors, 
may  be  canceled  by  the  Board  of  Directors  as  provided  in  the 
Articles  of  Association.  Notice  of  such  cancellation  shall  be  given 
the  member  at  his  last  address  appearing  in  the  records  of  the 
Association. 


The  voting  rights  of  any 
member,  who  ceases  to  be 
eligible  to  be  a  member,  shall 
be  suspended  immediately 
upon  the  finding  of  the  Board 
of  Directors  that  such  member 
is  ineligible  for  membership. 
The  voting  rights  of  any 
member,  who  violates  any  part 
of  the  terms  and  conditions  of 
the  Uniform  Membership 
Agreement,  Bylaws,  or  Rules 
and  Regulations  of  the 
Association,  or  who  performs 
an  act  of  disloyalty  to  the 
Association,  or  who  has  failed 
or  refused  to  patronize  the 
Association  in  any  fiscal  year 
of  the  Association,  or  who  has 
done  or  failed  to  do  any  other 
act  of  commission  or  omission, 
which  on  his  part,  or  on  the 
part  of  any  group  of  members 
to  which  he  may  be  associated 
may  adversely  affect  or  may 
threaten  the  loss  of  any  tax 
exemption  enjoyed  by  the 
Association  under  Federal  or 
State  law,  may  be  suspended  by 
a  majority  vote  of  the  Board 
of  Directors;  provided 
however,  that  before  the 
voting  rights  are  suspended, 
the  Board  of  Directors  shall 
hold  a  meeting  for  the  purpose 
of  hearing  and  receiving 
evidence  of  the  charges 
preferred  against  such  member, 
or  concerning  his  eligibility 
to  be  a  member,  and  at  such 
meeting,  he  shall  have  the 
right  to  present  witnesses  and 
be  heard  in  person  or  by 
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counsel  in  answer  thereto; 
and  the  person  bringing  any 
charges  against  any  such 
member  shall  have  the  same 
opportunity.  Notice  of  such 
meeting,  containing  a  state- 
ment of  the  charges  preferred 
against  a  member,  shall  be 
mailed  to  such  member 
at  least  ten  days  prior  to  the 
date  of  the  meeting.  The 
membership  certificate  of  any 
member  whose  voting  rights 
are  suspended  by  the  Board  of 
Directors,  may  also  be 
canceled  by  the  Board  of 
Directors  in  the  manner 
provided  for  in  the  Articles  of 
Association. 


ARTICLE  THREE  ARTICLE  THREE  ARTICLE  THREE 

NON-MEMBER  PATRONS  NON-MEMBER  PATRONS  NON-MEMBER  PATRONS 

Par.  4  Par.  4  Par.  4 

This  Association  may  transact  business  with  non-members,  but  the  Association  is  hereby  obligated 
to  deal  with  non-members  on  the  same  basis  as  it  deals  with  members.  The  Association  shall  not  market 
the  products  of  non-members  in  an  amount  the  value  of  which  exceeds  the  value  of  the  products 
marketed  for  members.  It  shall  not  purchase  supplies  and  equipment  for  non-members  in  an  amount 
the  value  of  which  exceeds  the  value  of  the  supplies  and  equipment  purchased  for  members.  It  shall 
not  purchase  supplies  and  equipment  for  persons  who  are  neither  members  nor  producers  of  agri- 
cultural products  in  an  amount  the  value  of  which  exceeds  fifteen  per  cent  (15%)  of  all  its  purchases. 
Business  done  for  the  United  States  or  any  of  its  agencies  shall  be  disregarded  in  determining  the 
limitations  imposed  by  this  paragraph. 


ARTICLE  FOUR  ARTICLE  FOUR  ARTICLE  FOUR 

MEETINGS  OF  MEMBERS  MEETINGS  OF  MEMBERS  MEETINGS  OF  MEMBERS 

Par.  5  Par.  5  Par.  5 

ANNUAL  MEETING.  The  Annual  Meeting  (of  this  [3a])  Association  shall  be  held  in  the  State  of 
Arkansas  between  August  1st  of  each  year  and  February  28th  of  the  following  year.  The  exact  date,  hour 
and  place  to  be  determined  by  the  Board  of  Directors  in  time  so  that,  at  least,  ten  (10)  days  notice  of 
the  meeting  may  be  given. 

[3a]  of  the  members  of  this 
Par.  6  Par.  6  Par.  6 

SPECIAL  MEETINGS.  Special  meetings  of  the  members  of  this  Association  may  be  (held  [1a])  at  any 
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time  when  called  by  the  (Chairman  of  the  Board  or  President  or  the  [3a])  Board  of  Directors,  and  ten 
per  cent  (10%)  of  the  members  may  file  a  petition  with  (the  Board  [3b])  of  Directors  stating  the 
specific  business  to  be  brought  before  the  meeting  and  demand  that  a  special  meeting  be  called  at  any 
time.  (The  call  or  petition  for  a  meeting  shall  state  the  exact  date,  hour  and  place  in  the  State  of 
Arkansas  when  and  where  the  meeting  shall  be  held  [3c]). 


[1a]  held  in  the  State  of  [3a]  omit 

Arkansas 

[3b]  the  Chairman  of  the 
Board 

[3c]  omit 

Par.  7  Par.  7  Par.  7 

NOTICE  OF  MEETINGS.  Notice  of  all  meetings,  together  with  a  statement  of  the  purpose  thereof, 
shall  be  mailed  to  each  member,  at  least  ten  (10)  days  prior  to  the  meeting. 

Par.  8  Par.  8  Par.  8 

QUORUM.  Only  eligible  (members  [3a])  of  the  Association  shall  be  entitled  to  vote  in  any  meeting 
([3b])  and  each  member  shall  be  entitled  to  only  one  vote.  (Fifty  members  [2a]  [3c])  shall  constitute 
a  quorum  at  any  meeting  of  members  for  the  transaction  of  any  business,  except  for  the  transaction  of 
business  for  which  a  different  quorum  is  specifically  required  by  statute  or  in  the  Bylaws. 

[1a]  Fifty  members  [2a]  ten  (10)  or  more  [3a]  holders  of  membership 

members  certificates 

[3b]  of  members 

[3c]  ten  (10)  or  more  holders 
of  membership  certificates 

Par.  9  Par.  9  Par.  9 

VOTING  BY  PROXY.  Voting  by  proxy  shall  be  prohibited,  except  that  voting  by  proxy  (may  be  [3a]) 
permitted  in  order  to  amend  the  Articles  of  Association  and  the  Bylaws  of  the  Association,  as  by  statute 
authorized  (if  the  Association  establishes  to  the  satisfaction  of  the  executive  vice  president  of  the 
Commodity  Credit  Corporation  that  the  laws  of  theState  of  Arkansas  do  not  permit  the  members  of  this 
Association  to  vote  by  mail,  on  the  issue,  but  do  permit  the  voting  by  proxy  [3b]). 

[3a]  is 

[3b]  omit 

Par.  10  Par.  10  Par.  10 


ORDER  OF  BUSINESS.  The  order  of  business  at  any  meeting  of  the  members,  insofar  as  practicable, 


1— TARCCA 


2— RF 


3— RFSD 


shall  be:  (1)  Calling  meeting  to  order;  (2)  Proof  of  due  notice  of  meeting;  (3)  Proof  of  quorum; 

(4)  Reading  and  action  on  any  unapproved  minutes;  (5)  Reports  of  officers  and  committees;  (6)  Election 

of  Directors;  (7)  Unfinished  business;  (8)  New  business;  (9)  Adjournment. 


ARTICLE  FIVE 
BOARD  OF  DIRECTORS 
Par.  11 

NUMBER.  The  management 
of  the  business  affairs  and  prop- 
erty of  this  Association  shall  be 
vested  in  a  Board  of  Directors 
of  not  less  than  fifteen  (15)  nor 
more  than  twenty-five  (25) 
members,  of  which  not  less 
than  three  (3)  nor  more  than 
six  (6)  may  be  directors-at-large, 
as  determined  from  time  to 
time  by  the  Board  of  Directors. 
Each  director,  when  elected 
and  while  he  is  in  office,  must 
be  a  member  in  good  standing, 
or  a  duly  accredited  representa- 
tive of  a  corporate,  coopera- 
tive or  partnership  member  in 
good  standing,  who  delivers 
the  major  portion  of  the  rice 
produced  by  him  or  by  it  to  the 
Association;  and  no  person 
shall  be  elected  a  director,  nor 
shall  he  continue  as  such,  if  he 
is  in  competition  with  the 
Association,  or  if  he  is  identi- 
fied with  any  business  concern 
that  is  in  competition  with  the 
Association.  If,  at  any  time,  the 
Board  of  Directors  finds  that 
any  director  is  not  eligible  to  be 
a  director,  he  shall  cease  to  be 
a  director. 


ARTICLE  FIVE 
BOARD  OF  DIRECTORS 
Par.  11 

NUMBER.  The  number  of 
directors  of  this  Association 
shall  be  at  least  six  (6)  and 
may  be  any  number  in  excess 
thereof  as  determined  from 
time  to  time  by  the  Board  of 
Directors.  Each  director,  when 
elected  and  while  he  is  in 
office  must  be  a  member  in 
good  standing,  or  a  duly 
accredited  representative  of  a 
corporate,  cooperative  or 
partnership  member  in  good 
standing,  who  delivers  the 
major  portion  of  the  soybeans 
or  grain  produced  by  him  or 
by  it  to  the  Association. 
No  person  shall  be  eligible  to 
be  elected  a  director  or  to 
continue  as  such  if  he  is  in 
competition  with  the 
Association. 


ARTICLE  FIVE 
BOARD  OF  DIRECTORS 
Par.  11 

NUMBER.  The  number  of 
directors  of  this  Association 
shall  be  at  least  five  (5)  and  not 
more  than  twenty-five  (25)  of 
which  not  more  than  three  (3) 
shall  be  directors-at-large  as 
determined  from  time  to 
time  by  the  Board  of  Directors. 
All  directors  must  be  members 
in  good  standing  of  the 
Association,  or  a  duly 
accredited  representative  of  a 
corporate,  cooperative  or 
partnership  member  in  good 
standing  of  the  Association. 
No  person  shall  be  eligible  to 
be  elected  a  director  or  to 
continue  as  such  if  he  is  in 
competition  with  the 
Association. 


Par.  12  Par.  12  Par.  12 

DISTRICTS.  There  are  are  a  number  of  ([1a])  grain  drying  cooperatives  with  storage  facilities  in  the 
territory  in  which  this  Association  will  operate.  That  territory  is  hereby  divided  into  districts.  Those 
members  of  this  Association  that  patronize  a  given  grain  drying  cooperative,  shall  constitute  a  district 
and  the  records  of  the  Association  shall  show  the  district  of  each  member.  (To  provide  equitable 
representation  [3a])  the  Board  of  Directors  may  re-district  the  territory  served  by  the  Association;  (and 
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they  may  [3b])  combine  districts,  create  new  districts,  and  determine  the  number  of  directors  to  be 
elected  by  the  members  in  each  district. 


[1a]  affiliated 


[3a]  omit 
[3b]  omit 


Par.  13 


Par.  13 


Par.  13 


DISTRICT  MEETINGS.  At  least  three  (3)  days  before  each  annual  meeting  of  the  Association,  the 
Secretary  of  the  Association  shall  call  a  meeting  of  the  members  in  each  district  for  the  election  of  a 
director  or  directors  by  the  members  in  that  district. 

Par.  13A  Par.  13A  Par.  13A 

In  any  district  meeting,  ten  (10)  or  more  members  shall  constitute  a  quorum. 

Par.  13B  Par.  13B  Par.  13B 

The  members  in  each  district  shall  be  entitled  to  elect  such  a  number  of  directors  as  shall  have  been 
previously  fixed  by  the  Board  of  Directors.  All  directors  must  be  members,  in  good  standing,  of  this 
Association. 


Par.  13C 


Par.  13C 


Par.  13C 


Nominations  for  the  election  of  directors  shall  be  made  by  secret  ballot,  a  nominating  committee  or 
a  petition  of  members,  and,  in  addition,  nominations  shall  be  permitted  by  any  member,  from  the 
floor,  at  the  meeting  for  the  election  of  directors. 


Par.  13D  Par.  13D 

Each  and  every  director  shall  be  elected  by  secret  ballot. 


Par.  13D 


Par.  14 

D I  RECTORS- AT-LARGE.  The 
number  of  directors-at-large 
shall  be  prescribed  by  the 
Board  of  Directors  from  time 
to  time.  The  Board  of  Directors, 
at  least  twenty  (20)  days  before 
the  annual  meeting,  may 
nominate  not  more  than  six 
(6),  or  less  than  two  (2),  duly 
qualified  members  for  the 
office  of  director-at-large.  At 
the  annual  membership  meet- 
ing, a  candidate  for  the  office  of 


Par.  14 


Par.  14 


ELECTION  OF  DIRECTORS-AT-LARGE.  The  number  of  directors- 
at-large  shall  be  prescribed  by  the  Board  of  Directors  from  time 
to  time.  The  Board  of  Directors,  at  least,  twenty  (20)  days  before 
the  annual  meeting,  may  nominate  not  more  than  three  (3) 
duly  qualified  members  for  the  office  of  director-at-large.  At  the 
annual  membership  meeting,  the  names  of  such  nominees  will  be 
announced  and  the  membership  given  an  opportunity  to 
nominate  a  number  of  candidates  for  the  office  of  director-at-large 
equal  to  the  number  nominated  by  the  Board  of  Directors. 
At  the  annual  meeting,  the  candidates,  equal  in  number  to  the 
number  of  directors-at-large  to  be  elected,  receiving  the  highest 
number  of  votes  shall  be  elected.  Each  and  every  director-at-large 
shall  be  elected  by  secret  ballot. 
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director-at-large  shall  be  an- 
nounced and  the  membership 
shall  be  given  the  opportunity 
of  nominating  as  many  other 
candidates  as  they  deem  best. 
When  the  nominations  are 
closed  for  this  particular  direc- 
torship, a  vote  shall  be  taken 
and  the  candidate  receiving  the 
highest  number  of  votes  shall 
be  elected.  All  of  the  other 
directors-at-large  to  be  elected, 
shall  be  nominated  and  elected 
in  the  same  manner.  Each  and 
every  director  shall  be  elected 
by  secret  ballot. 

Par.  15  Par.  15  Par.  15 

DISTRICT  ELECTIONS.  All  directors  elected  in  the  districts  are  thus  finally  elected  and  the  name  of 
all  directors  so  elected  shall  be  announced  at  the  annual  meeting.  All  directors,  including  directors-at- 
large,  shall  be  elected  for  three  (3)  year  terms,  insofar  as  practicable,  and  the  Board  of  Directors  shall 
take  suitable  action  to  make  the  staggered  system  of  electing  directors  effective.  All  directors  shall  hold 
office  until  their  successors  have  been  elected  and  qualified. 

Par.  16  Par.  16  Par.  16 

RECULAR  MEETINGS.  As  soon  as  practicable,  and  within  ten  (10)  days  following  the  annual  meeting 
of  the  members  each  year,  the  Board  of  Directors,  as  then  constituted,  shall  hold  a  regular  meeting 
in  the  State  of  Arkansas  for  the  election  of  officers  and  the  transaction  of  such  other  business  as  may 
come  before  the  meeting. 

Par.  17  Par.  17  Par.  17 

SPECIAL  MEETINGS.  (Special  [1a])  meetings  of  the  Board  of  Directors  may  be  held  at  any  time  [1b]) 
when  called  as  hereinafter  provided.  Such  meetings  shall  be  called  on  order  of  the  Chairman  of  the 
Board,  or  the  President,  or  upon  written  request  of  a  majority  of  the  directors.  The  call  for  any  meeting 
shall  designate  the  date,  time  and  place  for  holding  the  meeting.  Any  business  of  the  Association  may 
be  transacted  at  any  special  meeting  of  the  Board,  whether  or  not  stated  in  the  call. 

[1a]  omit 

[1b]  and  at  any  place  in  the 
State  of  Arkansas 

Par.  18  Par.  18  Par.  18 


NOTICE  OF  MEETINGS.  Oral  or  written  notice  of  each  meeting 


NOTICE  OF  MEETINGS. 
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shall  be  given  each  director,  by  or  under  the  supervision  of  the 
Secretary,  not  less  than  48  hours  prior  to  the  meeting,  but 
such  notice  may  be  waived  by  ([1a])  all  the  directors,  and  attend- 
ance at  a  meeting  shall  constitute  a  waiver  thereof.  Notice  of  any 
meeting  shall  also  state  the  purpose  of  the  meeting,  but  shall 
also  state  that  any  other  business  may  be  transacted  thereat. 


Written  notice  of  each  meeting 
shall  be  given  director,  by  or 
under  the  supervision  of  the 
Secretary,  not  less  than  three 
(3)  days  prior  to  the  meeting, 
but  such  notice  may  be  waived 
by  all  the  directors,  and 
attendance  at  a  meeting  shall 
constitute  a  waiver  thereof. 


[1a]  any  or 


Par.  19 


Par.  19 


Par.  19 


QUORUM.  A  majority  of  the  directors  shall  constitute  a  quorum  at  any  meeting  of  the  Board. 


Par.  20 


Par.  20 


Par.  20 


VACANCIES.  Whenever  a  vacancy  occurs  in  the  Board  of  Directors,  other  than  by  expiration  of  a  term 
of  office,  the  remaining  directors  may  fill  the  vacancy  for  the  unexpired  term  of  the  director  whose 
position  has  become  vacant.  In  appointing  a  director,  the  Board,  if  the  vacancy  occurs  in  the  office  of 
a  director  (elected  [3a])  in  a  district,  shall  appoint  a  director  from  that  district. 


COMPENSATION.  The  members  of  the  Board  of  Directors  shall  receive  such  reasonable  compensa- 
tion for  their  services  as  members  of  the  Board  as  may  be  determined  from  time  to  time  by  the  Board 
of  Directors,  and  (they  shall  [3a])  also  be  reimbursed  (for  transportation  and  other  necessary  ex- 
penses [3b])  (while  engaged  in  the  business  of  the  Association  [2a]).  No  member  of  the  Board  of 
Directors  and  no  member  of  his  immedate  family  shall  be  employed  by  the  Association  for  more  than 
thirty  (30)  days  in  any  year,  unless  such  employment  is  unanimously  approved  by  the  Board  of  Directors. 
No  member  of  the  Board  of  Directors  shall,  during  his  term  of  office,  have  any  contract,  arrangement, 
or  agreement  for  profit  with  the  Association  differing  in  terms  or  purpose  from  contracts,  arrangements 
and  agreements  with  other  members. 


[3a]  omit 


Par.  21 


Par.  21 


Par.  21 


[2a]  omit 


[3a]  may 


[3b]  for  necessary  trans- 
portation and  other  travel 
expenses 


ARTICLE  SIX 
DUTIES  AND  POWERS 
OF  DIRECTORS 
Par.  22 


ARTICLE  SIX 
DUTIES  AND  POWERS 
OF  DIRECTORS 
Par.  22 


ARTICLE  SIX 
DUTIES  AND  POWERS 
OF  DIRECTORS 
Par.  22 


MANAGEMENT  OF  BUSINESS.  The  Board  of  Directors  shall  have 
general  jurisdiction  and  control  of  the  business,  affairs,  and  prop- 


MANAGEMENT  OF 
BUSINESS.  The  Board  of 
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erty  of  the  Association  including  authorizing  the  borrowing  of 
money  and  the  giving  of  security  therefor.  The  Board  of  Directors 
and  each  committee  appointed  by  the  Board  shall  keep  or  have 
kept  a  complete  record  of  its  meetings  and  acts;  and  the  Board  of 
Directors  shall  present  at  each  annual  meeting  a  statement  show- 
ing the  condition  of  the  business  of  the  Association.  They  shall 
make  all  rules  and  regulations,  not  inconsistent  with  law  or  with 
these  Bylaws,  for  the  management  of  the  business  and  the 
guidance  of  the  officers,  employees,  and  agents  of  the  Association. 
They  shall  have  installed  an  accounting  system  which  shall  be 
adequate  for  the  requirements  of  the  business  and  it  shall  be 
their  duty  to  require  that  proper  records  be  kept  of  all  business 
transactions. 


Directors  shall  have  general 
jurisdiction  and  control  of  the 
business  and  affairs  of  the 
Association  and  shall  make  all 
rules  and  regulations,  not 
inconsistent  with  law  or  with 
these  Bylaws,  for  the  manage- 
ment of  the  business  and  the 
guidance  of  the  officers, 
employees,  and  agents  of  the 
Association.  They  shall  have 
installed  an  accounting  system, 
which  shall  be  adequate  for 
the  requirements  of  the 
business,  and  it  shall  be  their 
duty  to  require  that  proper 
records  be  kept  of  all  business 
transactions. 


Par.  23  Par.  23  Par.  23 

GENERAL  MANAGER.  The  Board  of  Directors  shall  have  the  power  to  employ  and  dismiss,  or  to 
authorize  the  employment  and  dismissal  of,  a  General  Manager  and  such  other  employees  as  may  be 
deemed  advisable,  and  to  prescribe  their  duties  and  their  compensation.  The  General  Manager  shall 
have  charge  of  the  business  of  the  Association,  under  the  direction  of  the  President  or  another  officer, 
or  the  Board  of  Directors,  as  may  be  determined  by  the  Board  of  Directors.  The  General  Manager 
may  be  an  officer,  but  shall  not  be  a  director  of  theAssociation. 


Par.  24  Par.  24  Par.  24 

BONDS  AND  INSURANCE.  The  Board  of  Directors  shall  require  the  (General  [3a])  Manager  and  all 
other  officers,  agents,  and  employees  charged  by  the  Association  with  responsibility  for  the  custody 
of  any  of  its  funds  or  negotiable  instruments  to  give  adequate  bonds.  Such  bonds  shall  be  furnished  by 
a  responsible  bonding  company  approved  by  the  Board  of  Directors,  and  the  cost  thereof  shall  be 
borne  by  the  Association.  The  Board  of  Directors  shall  proved  adequate  insurance  covering  loss  of  or 
damage  to  property  of  the  Association  or  property  in  its  possession  and  custody  for  which  it  is  liable, 
by  fire,  tornado,  or  windstorm,  and  explosion.  In  addition,  insurance  covering  liability  for  accidents  to 
all  employees  and  the  public  shall  be  carried  to  the  extent  deemed  advisable. 


[3a]  omit 


Par.  25  Par.  25  Par.  25 

GENERAL  POWERS.  The  Board  of  Directors  of  the  Association  shall  authorize  its  officers  and  General 
Manager  to  enter  into  such  contracts  and  agreements  that  are  believed  to  be  conducive  to  furthering 
the  business  of  the  Association. 


1—  TARCCA 


2— RF 


3— RFSD 


100  Par.  26  Par.  26  Par.  26 

EXECUTIVE  COMMITTEE.  The  Board  of  Directors  may  appoint,  from  their  own  number,  an  executive 
committee  and  they  shall  prescribe  its  powers  and  functions  and  they  may  authorize  that  committee 
to  act  between  meetings  of  the  Board  of  Directors  on  business  of  the  Association.  Any  action  taken  by 
the  executive  committee  shall  be  reported  to  the  Board  of  Directors. 


ARTICLE  SEVEN  ARTICLE  SEVEN  ARTICLE  SEVEN 

OFFICERS  OFFICERS  OFFICERS 

Par.  27  Par.  27  Par.  27 

OFFICERS  AND  QUALIFICATIONS.  The  officers  of  this  Association  shall  be  a  Chairman  and  a 
Vice-Chairman  of  the  Board,  each  of  whom  shall  be  a  member  of  the  Board  of  Directors,  and  a  Presi- 
dent, one  or  more  Vice-Presidents,  a  Secretary-Treasurer,  or  a  Secretary  and  a  Treasurer,  and  such  other 
officers,  including  an  Executive  Vice  President,  each  of  whom  may  or  may  not  be  members  of  the 
Board  of  Directors,  as  the  Board  of  Directors  deems  advisable.  The  office  of  Chairman  of  the  Board 
and  President  may  be  held  by  the  same  person. 

Par.  28  Par.  28  Par.  28 

(ELECTION  AND  TERM  OF  OFFICE  [3a]).  Nominations  for  the  election  of  officers  shall  be  by  secret 
ballot,  a  nominating  committee  or  from  the  floor.  If  officers  are  nominated  by  a  nominating  committee, 
nominations  shall  also  be  permitted,  by  any  director,  from  the  floor  ([1a]  [3b]).  Each  and  every  officer 
shall  be  elected  by  secret  ballot.  All  officers  shall  be  elected  by  the  Board  of  Directors  for  a  term  not 
extending  beyond  the  first  regular  meeting  of  the  Board  of  Directors  following  the  next  annual  meeting 
of  the  members,  unless  sooner  removed  by  death,  resignation,  or  for  cause,  but  they  shall  hold  office 
until  their  successors  have  been  elected  and  qualified. 

[1a]  Par.  28A  [3a]  NOMINATIONS  FOR 

OFFICERS 

[3b]  Par.  29.  ELECTION 
AND  TERM  OF  OFFICE 


ARTICLE  EICHT  ARTICLE  EICHT  ARTICLE  EICHT 

DUTIES  OF  OFFICERS  DUTIES  OF  OFFICERS  DUTIES  OF  OFFICERS 

Par.  29  Par.  29  Par.  30 

DUTIES  OF  THE  PRESIDENT.  The  president  shall  perform  such  executive  and  administrative  duties 
as  may  be  assigned  to  him  from  time  to  time  by  resolution  of  the  Board  of  Directors  consistent  with  the 
Articles  of  Association  and  the  Bylaws  of  this  Association. 

Par.  30  Par.  30  Par.  37 

DUTIES  OF  THE  VICE  PRESIDENT(S).  Subject  to  the  executive  and  administrative  authority  delegated 
to  the  President  by  the  Board  of  Directors,  the  Vice  President(s)  shall  perform  such  duties  as  are 
assigned  him  t(hem)  by  the  President. 
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Par.  31  Par.  31  Par.  32 

DUTIES  OF  THE  SECRETARY-TREASURER.  The  Secretary-Treasurer  shall  keep  or  have  kept  a  complete 
record  of  all  meetings  of  the  members,  of  the  Board  of  Directors  and  of  the  executive  committee.  He 
shall  have  general  charge  and  supervision  of  the  books  and  records  of  the  Association.  He  shall 
perform  such  duties  relative  to  the  finances  of  the  Association  as  may  be  prescribed  from  time  to  time 
by  the  Board  of  Directors.  He  shall  sign  all  certificates  and  such  other  papers  pertaining  to  the  Associa- 
tion as  he  may  be  authorized  or  directed  to  do,  at  any  time,  by  the  Board  of  Directors.  He  shall  serve 
or  have  served  all  notices  required  by  law  and  by  these  Bylaws  and  shall  make  a  full  report  of  all 
matters  and  business  pertaining  to  his  office  to  the  members  at  the  annual  meeting.  He  shall  provide 
for  the  keeping  of  proper  membership  and  patronage  records.  He  shall  make  or  have  made  all  reports 
required  by  law,  and  shall  perform  such  other  duties  as  may  be  prescribed  by  the  Board  of  Directors. 
He  shall  keep  the  Corporate  Seal  and  affix  or  have  the  same  affixed  to  all  papers  requiring  the  seal. 
Upon  the  election  of  his  successor  the  Secretary-Treasurer  shall  turn  over  to  him  all  books  and  other 
property  of  the  Association  that  he  may  have  in  his  possession.  If  the  offices  of  Secretary  and  that  of 
Treasurer  are  held  by  different  persons,  the  Board  shall  prescribe  the  duties  and  responsibilities  of  each. 

Par.  32  Par.  32  Par.  33 

DUTIES  OF  OTHER  OFFICERS.  Any  other  officers  elected  at  any  time  to  offices  created  by  the  Board 
of  Directors  shall  perform  such  duties  with  respect  to  such  offices  as  may  be  prescribed  by  the  Board  of 
Directors. 


ARTICLE  NINE  ARTICLE  NINE  ARTICLE  NINE 

Par.  33  Par.  33  Par.  34 

AUDITS.  As  soon  as  practicable,  after  the  close  of  each  fiscal  year,  the  Board  of  Directors  shall  have 
a  complete  audit  made  of  the  books,  records,  and  accounts  of  the  Association  by  a  Certified  Public 
Accountant  who  shall  render  a  report  in  writing  thereon,  which  report  shall  be  submitted  to  the 
members  at  their  annual  meeting.  Such  report  shall  show  separately  the  net  results  from  each  activity  of 
the  Association,  after  all  costs  and  expenses,  including  salaries,  wages,  taxes,  licenses,  insurance,  bond 
premiums,  interest,  depreciation,  repairs,  reserves  for  bad  accounts,  and  all  other  overhead,  operating 
and  maintenance  expenses  have  been  equitably  distributed  between  activities  and  have  been  paid  or 
payment  provided  therefor.  If  in  any  tax  year,  a  loss  occurs  in  any  allocation  unit  of  any  function,  such 
loss  may  not  be  met  by  gains  arising  from  other  activities  of  the  Association.  On  the  other  hand,  if  in 
any  subsequent  tax  year  there  is  a  gain  in  the  allocation  unit  in  which  the  loss  occurred,  the  loss  may 
be  wiped  out  or  at  least  reduced  by  applying  the  gains  in  that  allocation  unit  in  one  or  more  tax 
years  in  computing  its  income  taxes.  Said  loss  may  also  be  reduced  or  wiped  out  by  any  other  means 
satisfactory  to  the  Internal  Revenue  Service.  Carry-forwards  and  carry-overs  may  be  made  in  computing 
the  income  taxes  of  this  Association,  and  for  all  other  accounting  purposes,  all  as  determined  by  the 
Board  of  Directors.  (A  summary  financial  statement  prepared  by  the  independent  Certified  Public 
Accountant  who  made  the  annual  audit  of  the  Association  shall  be  mailed  to  each  member  at  his  last 
known  address  as  shown  on  the  records  of  the  Association  or  shall  otherwise  be  furnished  to  him  [3a]). 

[3a]  omit 


Par.  34  Par.  34  Par.  35 

OBLIGATION  TO  ACCOUNT.  The  Association  is  hereby  obligated  to  account  to  members  and 
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102      non-members  for  each  activity  participated  in  by  said  patron,  as  required  by  the  applicable  marketing 
agreement  and  by  these  Bylaws. 


To  assure  that  the  Association  shall  at  all  times  be  operated  on  a  cooperative  service-at-cost  basis 
for  the  benefit  of  its  members  and  patrons,  the  Association,  at  the  end  of  each  fiscal  year,  is  hereby 
obligated  to  allocate  on  a  patronage  basis  to  all  patrons  of  that  year,  member  and  non-member 
alike,  all  net  amounts  remaining  from  each  activity  and  each  pool  after  meeting,  or  providing  for 
meeting,  all  operating  overhead  and  maintenance  costs  and  expenses  of  every  kind  and  character 
of  the  Association  for  that  fiscal  year;  and  all  such  allocations  shall  be  paid  in  one  or  more  of 
the  following  ways  by  the  Association,  as  determined  by  the  Board  of  Directors,  namely,  in  cash,  or 
in  transferable  written  notices  of  allocation  which  may  be  called  (revolving  fund  certificates  [1a]) 
and  on  which  interest  of  not  to  exceed  six  per  cent  (6%)  per  annum  may  be  paid,  at  the  discretion  of 
the  Board  of  Directors,  or  by  letter  of  advice,  or  in  some  other  manner  that  discloses  to  each  patron  the 
dollar  amount  of  such  patronage  refund.  The  Association  is  hereby  obligated  to  allocate  and  pay  to 
its  patrons  of  any  fiscal  year  all  financial  income  received  by  the  Association  in  that  fiscal  year  on  the 
basis  of  their  patronage.  The  fair  market  value  of  all  incidental  income  not  received  in  cash  shall  be 
ascertained  and  all  such  incidental  income  shall  be  allocated  on  that  basis,  or  on  any  other  basis  that 
may  be  used  by  an  association  exempt  from  the  payment  of  Federal  Income  Taxes.  All  such  incidental 
income  may  be  paid  to  the  patrons  in  any  manner  that  patronage  refunds  may  be  made. 

[1a]  revolving  capital  certifi- 
cates 


Contributions  made  by  deductions  from  deliveries  of  farm 
products  to  pay  the  purchase  price  of  the  (milling  [2a])  and 
warehousing  facilities  and  properties  shall  constitute  subscriptions 
for  written  notices  of  allocation  which  may  be  designated 
(revolving  capital  certificates  [2b])  of  this  Association  and  each 
patron  from  whose  products  such  deductions  are  made  shall  be 
entitled  to  written  notices  of  allocation  in  an  amount  and  of  a 
face  value  equal  to  the  aggregate  sum  of  the  deductions  so  made 
as  aforesaid.  All  such  written  notices  of  allocation  shall  be  issued 
serially,  the  aggregate  amount  of  which  shall  equal  the  deductions 
made  in  any  one  year  and  shall  be  and  constitute  one  series. 
There  shall  be  one  series  for  each  fiscal  year  such  deductions  may 
have  been  made,  each  series  to  be  designated  in  such  a  manner 
as  the  Board  of  Directors  may  determine. 


Par.  34A 


Par.  34A 


Par.  36 


Par.  34B 


Par.  34B 


[2a]  processing 


[2b]  revolving  fund  certificate 


Par.  36 


Par.  35 


Par.  37 


INDIVIDUAL  CONSENT.  Each  person  who  hereafter  applies  for  and  is  accepted  to  membership 
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in  this  Association  and  each  member  of  this  Association  on  the  effective  date  of  this  Bylaw,  who 
continues  as  a  member  after  such  date,  shall,  by  such  act  alone,  consent  that  the  amount  of  any 
distributions  with  respect  to  his  patronage  occurring  after  July  31,  1963,  which  are  made  in  written 
notices  of  allocation  (as  defined  in  26  U.S.C.  1388)  and  which  are  received  by  him  from  the 
Association,  will  be  taken  into  account  by  him  at  their  stated  dollar  amounts  in  the  manner 
provided  in  26  U.S.C.  1385(a)  in  the  taxable  year  in  which  such  written  notices  of  allocation  are 
received  by  him. 


Par.  36A 


Par.  35A 


Par.  38 


Each  person  who  hereafter  applies  for  and  is  accepted  to  membership  in  this  Association  and 
each  member  of  this  Association  on  the  effective  date  of  this  Bylaw  who  continues  as  a  member 
after  such  date  does,  by  reason  of  such  membership  alone,  consent  and  agree  to  take  into  account 
at  their  stated  dollar  amounts,  all  qualified  per  unit  retain  certificates  in  the  manner  provided  in 
26  U.S.C.  1385(a)  in  the  taxable  year  in  which  they  are  received  from  the  Association. 


Par.  35 


Par.  36 


Par.  39 


REDEMPTION  OF  WRITTEN 
NOTICES  OF  ALLOCATION. 
To  create  a  fund  for  the 
purchase  and  retirement  of  its 
written  notices  of  allocation, 
the  Association  may  annually 
deduct  from  the  sale  proceeds 
of  the  rice  delivered  by 
producers  an  amount  not  to 
exceed  150  per  barrel  of 
162  pounds  of  rough  rice 
delivered  by  them  in  any 
season.  A  part  or  all  of  the 
oldest  series  of  written  notices 
of  allocations  may  be 
purchased  each  year  to  the 
extent  contributions  made  by 
deductions  are  available 
therefor.  All  written  notices 
of  allocations  purchased  or 
retired  as  herein  provided  shall 
be  paid  for  at  the  face  value  of 
each  certificate  or  at  the 
amount  stated  in  the  written 
notice  of  allocation  if 
evidenced  by  other  than  a 
certificate. 


RETIREMENT  OF  REVOLVING  FUND  CERTIFICATES  OR 
CREDITS  ON  THE  BOOKS.  Whenever,  at  the  discretion  of  the 
Board  of  Directors,  funds  are  available  for  doing  so,  revolving 
fund  certificates  or  credits  on  the  books,  or  both,  may  be 
redeemed  as  determined  by  the  Board  of  Directors,  but  whenever 
such  revolving  fund  certificates  or  credits  on  the  books  are 
redeemed  in  whole  or  on  a  pro  rata  basis,  they  shall  be  redeemed 
in  the  same  order  as  originally  issued  by  years. 


Par.  37 


Par.  37 


Par.  40 


LIENS  AND  TRANSFERS.  The  Association  shall  have  a  first  lien  on  all  undelivered  revolving 
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(fund  [1a]  certificates  and  book  credits  for  any  claims  of  the  Association  [3a]  and  such  certificates 
and  credits  shall  be  transferable  only  on  the  books  of  the  Association. 

[1a]  capital  [3a]  against  any  holder 

thereof 

ARTICLE  TEN  ARTICLE  TEN  ARTICLE  TEN 

MISCELLANEOUS  MISCELLANEOUS  MISCELLANEOUS 

Par.  40  Par.  38  Par.  45 

FISCAL  YEAR.  The  fiscal  year  of  the  Association  shall  begin  on  the  1st  day  of  August  and  end  on 
the  last  day  of  July  of  the  following  year. 


Par.  38 

SEAL.  The  Seal  of  this 
Association  shall  contain  these 
words  and  figures:  "The 
Arkansas  Rice  Growers 
Cooperative  Association, 
Incorporated  in  1940,"  in 
circular  form,  the  impress  as 
placed  hereon. 

Par.  39 


Par.  39 

CORPORATE  SEAL.  The 
corporate  seal  of  this 
Association  shall  contain  these 
words  and  figures:  "Riceland 
Foods,  Inc.,  Incorporated  in 
1958,"  in  circular  form,  the 
impress  as  placed  hereon. 

Par.  40 


Par.  46 

CORPORATE  SEAL.  The 
Corporate  Seal  of  this 
Association  shall  have  inscribed 
on  it  the  name  of  this 
Association,  Riceland  Foods 
Seed  Division,  Inc.,  and  the 
year  of  its  incorporation. 

Par.  47 


UNCLAIMED  FUNDS.  Whenever  the  Association  is  ([3a]  redeeming  certificates)  or  paper  of  any 
kind,  or  is  retiring  credits  in  favor  of  patrons  of  the  Association,  or  in  case  checks  are  returned 
uncashed  or  not  cashed  before  the  statute  of  limitations  has  run  and  the  Association  is  unable  to 
find  the  person  to  whom  payment  should  be  made  and  the  Association  has  unsuccessfully  attempted 
to  communicate  with  any  such  person  at  his  last  known  (mailing  [1a])  address,  the  Association, 
after  the  applicable  statute  of  limitations  has  run  in  any  such  case,  and  thirty  (30)  days  after  the 
Association  has  sent  unsuccessfully  to  any  such  person  at  his  last  known  (mailing  [1b])  address  by 
registered  or  certified  United  States  Mail,  with  a  return  receipt  requested,  a  notice  of  the  amount  to 
which  the  person  is  entitled,  shall,  to  the  extent  permitted  by  law,  be  free  of  liability  to  any  such 
person  and  it  may  then  treat  the  net  amount,  after  deducting  taxes,  if  any,  and  any  costs  or 
expenses  applicable  thereto,  as  incidental  income. 


[1a]  omit 
[lb]  omit 


[3a]  redeeming  or 
purchasing 


Par.  41 


Par.  41 


Par.  48 


AMENDMENTS.  These  Bylaws 
may  be  altered  or  amended  at 
any  meeting  of  the  members 
by  a  majority  of  a  quorum  at 


AMENDMENTS.  (The  [3a])  Bylaws  may  be  amended  by  a 
majority  vote,  at  any  annual  or  special  meeting  of  the  members, 
at  which  a  quorum  is  present,  but  a  general  notice  of  the 
proposed  changes  shall  be  given  in  the  Notice  of  the  Meeting. 
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any  such  meeting,  provided 
that  notice  of  the  proposed 
amendments  is  given  in  the 
notice  of  the  meeting. 

ARTICLE  ELEVEN 
DISTRIBUTION  OF  ASSETS  ON 
LIQUIDATION  OR 
DISSOLUTION 
Par.  42 


ARTICLE  ELEVEN 
DISTRIBUTION  OF  ASSETS  ON 
LIQUIDATION  OR 
DISSOLUTION 
Par.  42 


[3a]  These 


ARTICLE  ELEVEN 
DISTRIBUTION  OF  ASSETS  ON 
LIQUIDATION  OR 
DISSOLUTION 
Par.  41 


In  the  event  of  dissolution  or  liquidation  of  the  Association,  any  assets  remaining  after  the 
payment  of  all  debts  shall  be  distributed  in  the  following  order  and  manner: 

Par.  43(1)  Par.  43(1)  Par.  42(1) 

All  outstanding  written  notices  of  allocation  by  whatever  name  issued  shall  be  retired  in  full. 

Par.  44(2)  Par.  44(2)  Par.  43(2) 

Unexhausted  interests  of  members  and  patrons  in  general  reserves  shall  be  retired  rateably  on  an 
equitable  patronage  basis,  as  determined  by  the  Board  of  Directors. 

Par.  45(3)  Par.  45(3)  Par.  44(3) 

The  remaining  assets  shall  be  distributed  to  the  patrons  of  the  Association  on  as  equitable  a 
patronage  basis  as  the  Board  of  Directors  finds  practicable. 


IN  WITNESS  WHEREOF,  the  President,  L.  C.  Carter,  and  the  Secretary,  Leland  L.  Carle,  of 
([1a]  [2aj  [3a])  do  each  certify  that  the  Bylaws  of  said  Association  were  duly  amended  to  read  as  set 
forth  above  at  a  duly  convened  and  held  annual  meeting  of  the  members  of  said  Association  at 
which  a  quorum,  as  prescribed  by  law,  was  present  and  voting,  held  in  Stuttgart,  Arkansas,  on 
September  5th,  1974. 


[1a]  THE  ARKANSAS  RICE  [2a]  RICELAND  FOODS,  [3a]  RICELAND  FOODS 

GROWERS  COOPERATIVE  INC.  SEED  DIVISION,  INC. 

ASSOCIATION 


L.  C.  Carter,  President  L.  C.  Carter,  President  L.  C.  Carter,  President 


Leland  L.  Carle,  Secretary 


Leland  L.  Carle,  Secretary  Leland  L.  Carle,  Secretary 


106 


Appendix  C 

MEMBERSHIP  DOCUMENTS 


THE  ARKANSAS  RICE  GROWERS  COOPERATIVE 
ASSOCIATION  (Doing  Business  as  "Riceland  Foods") 
(Incorporated  under  the  provisions  of  Act  No.  153  of  1939 
General  Assembly  of  Arkansas.) 
Stuttgart,  Arkansas 

MEMBERSHIP  APPLICATION  AND  MARKETING  AGREEMENT 

(Adopted  by  Board  of  Directors  September  5th,  1974) 

Member's  name  &  address  __ 

Member's  social  security  no.   

Member's  account  no.   

(Indicate  below  in  what  county  or  counties  farm  is  located) 


Indicate  below  drier  location 


Authorized  bank  on  which  check  is  to  be  drawn 


(List  of  authorized  banks  attached  or  available  at  your 
local  cooperative) 


This  Agreement  made  and  entered  into  by  the  Arkansas 
Rice  Growers  Cooperative  Association  hereinafter  called  the 
"Association"  of  Stuttgart,  Arkansas,  and  the  undersigned 
Grower,  hereinafter  called  the  "Grower." 

Witnesseth: 

1.  Grower,  in  order  to  be  a  member  of  this  Association, 
hereby  agrees  to  pay  a  One  Dollar  ($1.00)  membership  fee  to 
the  Association  and  the  Association  hereby  agrees  to  issue  a 
membership  certificate  to  the  Grower.  If  the  One  Dollar 
($1.00)  is  not  paid  at  the  time  this  Agreement  is  signed, 
Grower  authorizes  the  Association  to  deduct  same  from  any 
advance  made  to  him  or  from  the  proceeds  of  any  rice  sold  for 
him  under  this  Agreement. 

2.  The  Grower  appoints  the  Association  his  agent  to  sell, 
market,  pool  and  deal  with  rice  delivered  by  him  to  the 
Association  in  the  manner  and  form  provided  herein;  and 
Association  accepts  said  appointment  and  agrees  to  act 
accordingly.  Delivery  of  rice  to  the  Association  shall  be  made 
by  Grower  delivering  such  rice  to  a  warehouse  for  the  account 
of  the  Association  or  by  Grower  transferring  and  delivering 

to  the  Association  a  negotiable  warehouse  receipt  or  receipts 
covering  such  rice.  On  the  delivery  of  rice  to  the  Association  in 
either  of  the  two  ways  described  or  in  any  other  manner 
specified  by  the  Board  of  Directors  of  the  Association,  the 
Association  may  proceed  to  deal  with  the  rice  in  the  manner 
provided  herein. 

3.  The  Association  shall  determine  or  have  determined  the 
grade,  weight,  milling  yield,  class,  quality  and  variety  of  all  rice 
delivered  hereunder.  Grading  may  be  in  accordance  with  the 
established  Government  standards  for  rice.  The  Board  of 
Directors  shall  make  rules  and  regulations  governing  the 
methods  for  delivering,  handling,  grading  and  storing  rice  to 
be  delivered  hereunder,  and  Grower  agrees  to  observe  such 
rules  and  regulations  and  to  accept  the  grades  for  rice 
determined  as  herein  provided.  Adequate  moisture  testing 


machines  shall  be  provided  by  the  Association  at  each  plant 
receiving  combined  rice  and  an  equitable  conversion  table  shall 
be  used  for  the  purpose  of  converting  green  rough  rice 
weights  to  dried  rough  rice  weights  and  the  dry  weights  thus 
established  shall  be  the  basis  for  settlement  with  Grower. 

4.  The  Association  agrees  to  make  an  advance  or  advances  to 
Grower  on  the  rice  delivered  by  Grower  to  the  Association 

as  soon  as  possible  after  the  rice  is  delivered  in  as  large  an 
amount  as  practicable  and  which  may  vary  with  the  variety, 
grade,  milling  yield,  class  and  quality  of  the  rice,  or  with  the 
time  of  delivery  within  the  marketing  season;  but  the  amount 
thereof  shall  be  determined  from  time  to  time  by  the  Board  of 
Directors.  If  deemed  advisable  additional  advances  may  be 
made  by  the  Association  as  authorized  by  the  Board  or  after 
the  initial  advance. 

5.  Grower  agrees  that  the  Association  may  borrow  money 
on  the  rice  delivered  hereunder  as  though  it  were  the 
absolute  owner  thereof  by  pledging  such  rice  or  any  evidence 
thereof  or  by  giving  a  lien  of  any  other  character  on  said  rice, 
and  that  the  Association  may  borrow  money  on  the  security 
of  accounts  receivable  arising  therefrom  or  on  any  paper 

of  any  character  received  on  the  sale  of  such  rice. 

6.  The  Association  shall  have  the  right  at  its  election  either 
to  reject  any  rice  tendered  for  delivery  that  is  in  a  non- 
marketable  condition  or  to  condition  the  same  at  the  expense 
of  Grower,  and  the  Association  shall  have  the  right  at  its 
election  to  stop  the  delivery  of  rice  by  its  members  to  any  or 
all  of  mills  and  warehouses  after  all  storage  space  has  been 
filled.  The  Association  will,  however,  thereafter  accept  delivery 
of  rice  as  soon  as  it  has  space  available. 

7.  The  rice  delivered  by  Grower  may  be  pooled,  mixed  and 
mingled  either  before  or  after  milling  with  other  rice  of  like 
class,  variety,  grade  and  quality  delivered  by  other  growers. 
There  may  be  as  many  pools  as  there  are  different  grades, 
classes,  and  qualities  of  rice.  Each  pool  shall  be  for  a  full 
season  and  all  rice  of  the  same  variety,  grade  and  quality  shall 
constitute  one  pool  regardless  of  whether  it  is  sold  in  the 
rough  or  in  the  clean,  unless  delivered  so  late  in  the  marketing 
season  that  to  include  it  in  such  pool  would  work  an  inequity 
(as  determined  by  the  Board  of  Directors)  on  the  other 
members  having  rice  in  such  pool,  in  which  event  the  Board 

of  Directors  may  create  a  separate  marketing  pool  for  late 
delivered  rice.  Notwithstanding  the  foregoing  the  Board  of 
Directors  may  establish  such  pools  as  are  deemed  advisable 
to  conform  with  any  Government  program  for  rice;  and  may 
settle  with  growers  on  the  basis  of  such  pools.  Whether 
Grower's  rice  is  sold  in  the  rough  or  milled  and  sold  in  the 
clean,  it  may  be  sold  at  any  time  in  the  sole  discretion  of 
the  Association  at  the  best  price  obtainable.  Settlement  for  the 
rice  shall  be  made  at  the  end  of  the  season  and  on  the  basis 
of  the  average  price  obtained  for  rice  of  like  variety,  grade, 
milling  yield  and  quality  in  the  same  pool. 

8.  The  Association  agrees  to  sell  anywhere  and  shall  have 
complete  discretion  in  doing  so  the  rice  delivered  by  Grower 
and  by  other  growers  by  such  means  and  methods  as  may  be 
deemed  advisable,  in  either  the  natural  or  the  processed  state 
and  the  Association  is  hereby  obligated  to  pay  the  net  amount 
received  from  all  such  rice  in  any  pool  on  a  pro  rata  basis 

to  Grower  and  to  the  other  growers  whose  rice  was  placed 
in  that  pool  with  such  reasonable  differentials  as  the  Board  of 


108        Directors  shall  find  equitable  on  the  basis  of  the  variety,  grade, 
quality,  milling  yield  and  class  of  the  rice  delivered  by  each 
of  them  after  making  the  following  deductions: 

(a)  The  costs  and  expenses  of  the  Association  in  performing 
the  services  involved  or  incident  to  the  marketing  of  such 
pooled  rice  fairly  chargeable  thereto  in  accordance  with 
generally  accepted  accounting  procedures,  including  advances, 
transportation,  insurance,  advertising,  storage  charges,  dividends 
on  stock,  interest,  including  interest  on  Revolving  Capital 
Certificates,  taxes  and  all  other  overhead,  operating  and 
maintenance  costs  and  expenses. 

(b)  Amounts  for  the  purchase  of  revolving  capital 
certificates  and  book  credits  of  members  as  provided  in  the 
Bylaws  of  the  Association,  which  amounts  shall  be  evidenced 
by  Revolving  Capital  Certificates  or  by  credits  on  the 
purchase  thereof. 

(c)  Amounts  for  written  notices  of  allocation  or  reserves  of 
not  to  exceed  two  percent  (2%)  of  the  gross  selling  price  of 

all  rice  regardless  of  whether  sold  in  the  clean  or  in  the  rough 
and  of  all  by-products  of  such  rice  of  any  kind  or  character; 
but  if  the  members  at  an  annual  meeting  vote  to  do  so, 
a  deduction  larger  than  said  two  percent  (2%)  may  be 
authorized  for  that  year,  if  the  notice  of  the  meeting  stated 
that  this  matter  would  be  voted  upon.  The  Association  is 
hereby  obligated  to  account  to  each  member  for  amounts  so 
deducted  in  any  one  or  more  of  the  following  ways  as 
determined  by  the  Board  of  Directors,  namely  by  issuing 
Revolving  Capital  Certificates  therefor  or  by  giving  each 
member  credit  toward  the  purchase  of  such  Certificates  or 
by  giving  each  member  a  credit  for  sums  carried  to  reserves, 
if  any,  which  credit  shall  be  payable  only  at  the  discretion  of 
the  Board  of  Directors. 

No  deductions  under  paragraph  (b)  above  shall  be  made 
unless  the  deductions  will  amount  to  at  least  twenty-five 
dollars  ($25.00). 

9.  This  Agreement  shall  continue  in  force  from  year  to  year 
(the  Association's  fiscal  year)  unless  cancelled  in  writing  by 
the  member  or  the  Association  prior  to  August  1  of  any  year. 

If  a  member  becomes  a  non-producer  of  farm  products  or  fails 
to  patronize  the  Association  in  any  year,  such  action  shall 
automatically  suspend  all  voting  privileges  and  all  membership 
privileges  hereunder. 

9(a).  If  this  Agreement  is  suspended  because  of  failure  to 
patronize  the  Association  and  if  the  Grower  resumes  patronage 
of  the  Association  within  two  years  following  suspension  it 
shall  be  conclusively  presumed  that  such  resumption  of 
patronage  is  under  the  provisions  of  this  Agreement  unless 
the  Association  requires  the  execution  of  a  new  Agreement. 

10.  Grower  agrees  to  notify  the  Association  of  any  and  all 
liens  against  rice  that  is  delivered  hereunder,  and  of  the 
interest  of  each  party  therein. 

11.  The  parties  agree  that  the  Articles  of  Incorporation  and 
the  Bylaws  of  this  Association  as  now  in  effect  or  as  hereafter 
amended  and  this  Agreement  constitute  the  entire  agreement 
between  the  Association  and  Grower;  and  the  parties  agree 
that  there  are  no  oral  or  other  conditions,  promises,  covenants, 
representations  or  inducements  in  addition  to  or  at  variance 


with  any  of  the  terms  hereof;  and  that  this  Agreement 
represents  the  voluntary  and  clear  understanding  of  both 
parties  fully  and  completely. 

END  OF  MARKETING  AGREEMENT 

Date  signed  ■  

Grower  or  applicant  sign  here   

(You  must  sign  here.  All  records  will  carry  your 

name  as  signed.) 

Check  one:   Tenant  Landlord   Operator 

Note:  a.  Every  person  who  delivers  rice  to  the  Association 
or  shares  in  the  proceeds,  is  required  to  sign  a  Marketing 
Agreement. 

b.  The  proceeds  from  the  rice  will  be  divided,  between  the 
owners,  as  their  interest  appears. 

c.  If  more  than  one  is  interested  in  the  crop,  sign  separate 
applications  as  individuals.  DO  NOT  sign  as  "father  and  son," 
"brothers,"  or  as  "partners,"  unless  it  is  a  business  partnership 
in  every  respect,  then  each  partner  must  sign.  Corporations 
may  be  members.  The  signature  of  an  officer  and  his  title  is 
required. 

Date  approved  by  board   

The  Association's  acceptance  of  this  agreement  will  be 
evidenced  by  the  issuance  to  Grower  of  Grower's  membership 
certificate  in  the  Association. 


CERTIFICATE  OF  MEMBERSHIP 

The  Arkansas  Rice  Growers  Cooperative  Association,  doing 
business  as  Riceland  Foods,  a  farmers'  marketing  association 
organized  as  such  under  the  provisions  of  Act  153  of  the  1939 
General  Assembly  of  Arkansas,  as  amended,  does  hereby 
certify  that 

Issued  to  .   Date  of  issue   

having  duly  applied  for  membership  in  such  Association  and 
having  been  accepted  as  a  member  by  the  Board  of  Directors, 
and  having  read  the  Bylaws  and  Marketing  Agreement  of  the 
Association,  to  full  compliance  with  which  he  hereby  agrees, 
and  having  paid  the  membership  fee  of  One  Dollar  and  00/100 
($1.00)  is  hereby  declared  and  recognized  by  the  Association 
to  be  a  member  thereof  and  in  evidence  thereof  this  certificate 
is  duly  issued. 

In  accepting  delivery  of  this  Certificate,  said  member 
especially  agrees  to  Paragraph  19  of  Article  Seven  of  the 
Amended  and  Restated  Articles  of  Association,  which  reads 
as  follows: 


Par.  79.  The  voting  rights  of  members  of  the  Association  shall 
be  equal  and  each  member  shall  have  one  vote  only  upon 
each  matter  submitted  to  vote  at  any  meeting  of  the  members. 
No  person  whose  membership  may  be  cancelled  or  suspended 
because  of  failure  to  patronize  the  Association  or  for  any 
other  cause  which  may  be  provided  in  the  Bylaws  shall  have  any 
vote  in  the  affairs  of  the  Association, 

and  such  member  further  agrees  to  be  bound  by  all  other 
provisions  of  the  Articles  of  Association,  by  the  Bylaws  and  by 
the  provisions  of  his  membership  agreement  or  agreements 
with  the  Association,  all  as  the  same  may  presently  exist,  or  as 
the  same  may  hereafter  be  lawfully  amended  by  the 
membership  and  by  the  Board  of  Directors  of  the  Association. 

This  certificate  may  be  held  only  by  a  qualified  producer  of 
farm  products  as  defined  in  the  law  under  which  this 
Association  exists.  This  certificate  is  not  assignable  and  not 
transferable,  and  this  certificate  and  the  membership  rights 
of  the  member  to  which  it  is  issued  are  subject  to 
suspension  or  cancellation  as  provided  in  the  Articles  of 
Association  and  in  the  Bylaws  of  this  Association. 

In  certification  of  the  issuance  of  this  certificate  the 

president  or  vice  president  and  secretary  of  the  Association 
have  hereto  affixed  their  signatures. 

THE  ARKANSAS  RICE  GROWERS  COOPERATIVE  ASSOCIATION, 
doing  business  as  RICELAND  FOODS 


Secretary  President 


REVOLVING  CAPITAL  CERTIFICATE 

THE  ARKANSAS  RICE  GROWERS  COOPERATIVE  ASSOCIATION 

(Incorporated  under  the  laws  of  the  State  of  Arkansas) 

Riceland  Foods 
Stuttgart,  Arkansas 

Issued  to   

Fiscal  year  ending  and  date  of  issue   

Amount  in  dollars  and  cents   . — 

This  is  to  certify  that  the  person  named  above  has  furnished 
the  amount  of  dollars  as  indicated  to  this  Association  as  capital, 
subject  to  the  following  conditions: 

1.  This  and  all  other  Revolving  Capital  Certificates,  regardless 
of  how  they  arose,  of  the  same  yearly  series  are  retireable  at 
par  as  provided  in  the  Articles  of  Incorporation  of  this 
Association,  and  as  funds  are  available  therefor,  either  fully  or 
on  a  pro  rata  basis  plus  any  interest,  if  any,  then  payable 
thereon  but  the  oldest  certificates  shall  be  entitled  to  priority 
in  retirement  except  in  liquidation  and  as  hereinafter  provided. 


2.  All  revolving  Capital  Certificates  exchanged  for  common 
stock  shall  be  substituted  therefor,  be  of  the  same  series,  and 
shall  be  retired  at  par  plus  any  interest,  if  any,  then  payable 
thereon  when  the  common  stock  would  have  been  retired  if  it 
had  not  been  exchanged.  Common  stock  now  outstanding  and 
subject  to  retirement  shall  be  retired  in  the  order  of  issuance 
by  series  before  Revolving  Capital  Certificates  are  retired. 

3.  Interest  may  be  paid  hereon  at  not  to  exceed  six  (6) 
per  cent  per  annum  in  the  sole  discretion  of  the  Board  of 
Directors  of  the  Association,  but  no  interest  will  be  paid  hereon 
after  it  is  called  for  retirement,  except  that  payable,  if  any, 

at  that  time. 

4.  This  Certificate  is  freely  transferable  but  only  on  the  books 
of  the  Association;  and  no  attempted  transfer  that  is  not 
recorded  on  the  books  of  the  Association  is  in  any  way 
binding  thereon. 

5.  This  and  all  other  outstanding  certificates  shall  be  junior 
and  subordinate  to  all  debts  of  the  Association,  both  secured 
and  unsecured  and  to  all  stock  of  any  kind  or  character  issued 
by  the  Association.  Upon  winding  up  or  liquidation  of  the 
Association  in  any  manner,  all  Revolving  Capital  Certificates 
then  outstanding  shall  be  retired  after  the  payment  of  the 

(1)  debts  of  the  Association,  after  the  retirement  of  its 

(2)  preferred  stock  and  after  the  retirement  of  its  (3)  common 
stock  and  shall  be  paid  in  full  or  on  a  pro  rata  basis  without 
priority. 

In  Witness  Whereof  The  Arkansas  Rice  Growers  Cooperative 
Association  has  caused  this  Certificate  to  be  signed  by  its  duly 
authorized  officers,  and  to  be  sealed  with  its  seal  on  the  date 
above  mentioned. 


Date  of  Transfer 

SEAL 


Secretary 


President 


INSTRUCTIONS  AND  INFORMATION  CONCERNING  YOUR 
REVOLVING  CAPITAL  (FUND)  CERTIFICATES 

1.  Certificates  can  be  transferred  only  upon  the  books  of 
this  Corporation. 

2.  Certificates  acquired  for  any  reason,  should  be  sent  to  the 
Office  immediately,  for  handling.  You  may  lose  your  dividend 
if  the  Certificates  are  not  recorded  in  your  name. 

3.  Certificates  may  be  used  as  collateral  to  secure  a  loan. 
If  so,  endorse  in  blank  with  a  pencil. 

4.  Notify  the  Office,  if  you  have  lost  or  misplaced  any  of 
your  Certificates.  New  Certificates  will  be  issued  under  certain 
conditions  and  guarantees. 


110        TO  SELL,  ASSIGN  OR  TRANSFER  FOR  VALUE  RECEIVED 

THE  UNDERSIGNED  SELLS,  ASSIGNS  AND  TRANSFERS  UNTO 

Name   

Address   

the  within  Certificate  and  all  rights  thereunder  and  does 
hereby  irrevocably  constitute  and  appoint  the  duly  elected 
secretary  to  transfer  the  within  Certificate  on  the  books  of  the 
within  named  corporation  with  full  power  of  substitution  in 
the  premises. 

Dated  19  

Endorse  here  

Witnessed  by   

Notice:  The  signature  of  the  Assignor  must  correspond  with 
the  name  as  written  upon  the  face  of  the  Certificate,  in  every 
particular,  without  alteration  or  enlargement,  or  any  change 
whatever. 


CONTRACT 


RICELAND  FOODS,  INC. 

(Incorporated  August  27,  1958,  Under  Act  153  of  G.A.  YR.  1939 
of  Ark.)  P.O.  Box  927,  Stuttgart,  Arkansas  73160 

MEMBERSHIP  APPLICATION  AND  MARKETING  AGREEMENT 

(Adopted  by  Board  of  Directors  September  5,  1974) 

Member's  Name  &  Address   

Member's  social  security  no.   

Member's  account  no.   

Indicate  below  in  what  county  or  counties  farm  is  located. 


Indicate  below  drier  location 


Authorized  bank  on  which  check  is  to  be  drawn 


(List  of  authorized  banks  attached  or  available  at  your  local 

cooperative) 


This  Agreement  made  and  entered  into  by  Riceland  Foods, 
Inc.,  hereinafter  called  the  "Association,"  of  Stuttgart,  Arkansas 
and  the  contracting  grower,  hereinafter  called  "Grower." 

Witnesseth: 

1.  Grower,  in  order  to  be  a  member  of  this  Association, 
hereby  agrees  to  pay  a  One  Dollar  ($1.00)  membership  fee  to 


the  Association  and  the  Association  hereby  agrees  to  issue  a 
membership  certificate  to  the  Grower.  If  the  One  Dollar  ($1.00) 
is  not  paid  at  the  time  this  agreement  is  signed,  Grower 
authorizes  the  Association  to  deduct  the  same  from  proceeds 
of  any  soybeans  or  other  grains  sold  from  him  under  this 
Agreement  or  from  the  purchase  price  of  any  soybeans  or  other 
grains  purchased  by  the  Association  from  the  Grower. 

2.  The  Association  desires  to  be  of  maximum  service  to  its 
members  in  the  cooperative  marketing  of  soybeans.  It, 
therefore,  offers  Grower,  subject  to  the  terms  of  this 
Agreement,  two  (2)  options  for  the  marketing  of  soybeans 
grown  by  or  for  him  namely. 

A.  (Option  1)  Grower  may  elect  to  deliver  his  soybeans  to  the 
Association  for  handling  and  marketing  by  the  Association  as 
agent  for  the  Grower  and  hereby  appoints  the  Association  as 
his  agent  to  sell,  market,  pool  and  deal  with  soybeans  delivered 
by  him  to  the  Association  in  the  manner  and  form  provided 
herein;  and  the  Association  accepts  such  appointment  and 
agrees  to  act  accordingly.  Delivery  of  soybeans  to  the 
Association  shall  be  made  by  Grower  delivering  such  soybeans 
to  a  designated  warehouse  for  the  account  of  the  Association 
or  by  Grower  transferring  and  delivering  to  the  Association  a 
negotiable  warehouse  receipt  or  receipts  covering  such 
soybeans.  On  delivery  of  soybeans  to  the  Association,  in  either 
of  the  two  ways  described  or  in  any  other  manner  specified  by 
the  Board  of  Directors,  the  Association  thereupon  agrees  to 
make  an  advance  or  advances  as  soon  as  possible  after  the 
soybeans  are  delivered,  in  as  large  an  amount  as  practicable  and 
which  advance  may  vary  with  the  class,  grade,  quality  and 
quantity  of  the  soybeans  or  with  the  time  of  delivery  within 
the  marketing  season,  but  the  amount  thereof  shall  be 
determined  from  time  to  time  by  the  Board  of  Directors. 

If  deemed  advisable  by  the  Board  of  Directors,  additional 
advances,  after  the  initial  advance,  may  be  made.  Final 
settlements  for  the  soybeans  shall  be  made  at  the  end  of  the 
season  and  on  the  average  prices  obtained  for  soybeans  of  like 
variety,  class,  grade  and  quality  in  the  same  pool;  provided, 
if  soybeans  be  delivered  so  late  in  the  marketing  season  that  to 
include  them  in  an  earlier  established  pool  would  work  an 
inequity  (as  determined  by  the  Board  of  Directors)  on  the  other 
members  having  soybeans  in  such  pool,  the  Board  of  Directors 
may  create  a  separate  marketing  pool  for  late  delivered 
soybeans.  All  soybeans  delivered  to  the  Association  under  this 
option  by  Grower  and  by  other  growers  shall  constitute  an 
overall  seasonal  pool,  but  there  shall  be  as  many  pools  for 
accounting  purposes  as  there  are  different  grades,  classes,  and 
qualities  of  soybeans  delivered  under  this  option.  All  the  net 
proceeds,  determined  as  hereafter  provided,  from  the  soybeans 
or  any  such  pool  shall  be  paid  by  the  Association  in  cash  to  the 
Growers  having  soybeans  in  that  pool  as  hereinafter  stated. 
Unless  Grower,  at  time  of  delivery,  advises  otherwise,  soybeans 
delivered  by  him  will  be  under  this  option. 

B.  (Option  2)  Grower  may  elect  to  deliver  his  soybeans  to 
the  Association  for  handling  and  marketing  by  the  Association 
as  agent  for  the  Grower,  for  the  cash  price,  if  any,  that  the 
Association  is  unconditionally  paying,  at  that  time,  for  soybeans 
of  the  grade,  class,  quality,  and  variety  tendered  by  Grower, 
and  the  Association  shall  pay  for  said  soybeans  within  a 
reasonable  time  after  being  delivered  to  the  Association. 

All  soybeans  delivered  under  this  option  by  Grower  and  by 
other  member  and  non-member  Growers  may  be  handled 
and  marketed  by  the  Association  at  its  absolute  discretion. 


All  net  proceeds,  as  hereinafter  determined,  derived  from  the 
sale  by  the  Association  of  all  such  soybeans,  shall  be  paid  in 
cash  by  the  Association  to  those  Growers  from  whom  said 
soybeans  were  received  on  a  patronage  bushel  basis.  Unless 
Grower  advises,  at  time  of  delivery,  that  he  is  electing  this 
option,  soybeans  delivered  by  him  will  be  handled  under 
Option  1. 

3.  The  Association  shall  determine  or  have  determined  the 
grade,  weight,  class  and  quality  of  all  soybeans  delivered 
hereunder.  Grading  may  be  in  accordance  with  the  Official  Grain 
Standards  of  the  United  States  for  soybeans.  The  Association 
shall  make  rules  and  regulations  governing  the  methods  for 
weighing,  handling,  grading,  storing,  and  delivering  soybeans 
to  it;  and  Grower  agrees  to  observe  such  rules  and  regulations 
and  to  accept  the  grades  for  soybeans  determined  as  herein 
provided.  Adequate  moisture  testing  machines  and  other 
necessary  grading  equipment  shall  be  provided  by  the 
Association  at  each  plant  receiving  soybeans.  An  equitable 
conversion  table  shall  be  used  for  the  purpose  of  converting 
"received  weights"  to  "adjusted  weights"  and  the  adjusted 
weights  thus  established  shall  be  the  basis  for  settlement 

with  Grower. 

4.  The  Association  agrees  to  sell,  and  shall  have  complete 
discretion  in  doing  so,  the  soybeans  delivered  by  the  Grower 
and  by  other  growers,  in  either  the  natural  or  processed  state. 
The  Association  may,  at  its  discretion,  engage  in  hedging 
operations  on  any  Board  of  Trade. 

5.  The  Association  shall  have  the  right,  at  its  election,  either 
to  reject  any  soybeans  tendered  for  delivery  that  are  in  a 
non-marketable  condition  or  to  condition  the  same,  at  the 
expense  of  the  grower.  The  Association  shall  have  the  right, 
at  its  election,  to  stop  delivery  of  soybeans,  by  its  members, 

to  any  and  all  of  its  warehouses  after  all  storage  has  been  filled. 
The  Association  will,  however,  thereafter  accept  delivery  of 
soybeans  as  soon  as  it  has  space  available. 

6.  The  soybeans  delivered  by  Grower  may  be  pooled,  mixed, 
and  mingled  with  other  soybeans  of  like  variety,  class,  grade, 
and  quality  delivered  by  other  growers.  There  may  be  as  many 
pools  as  there  are  different  varieties,  classes,  grades,  and 
qualities  of  soybeans.  Normally,  each  pool  shall  be  for  a  full 
season  and  all  soybeans  of  the  same  variety,  class,  grade,  and 
quality  shall  constitute  one  pool.  However,  the  Board  of 
Directors  may,  at  its  discretion,  establish  pools  for  less  than  a 
full  season.  Notwithstanding  the  foregoing,  the  Board  of 
Directors  mav  establish  such  poo's  as  are  deemed  advisable  to 
conform  with  any  Government  program  for  soybeans;  and  shall 
settle  with  growers  on  the  basis  of  such  pools.  Whether 
Grower's  soybeans  are  sold  in  the  natural  or  processed  state, 
they  may  be  sold  at  any  time,  at  the  sole  discretion  of  the 
Association  at  the  best  price  obtainable. 

7.  In  determining  the  net  proceeds,  relative  to  the  soybeans 
delivered  to  the  Association  for  handling  in  anv  pool,  there 
shall  first  be  deducted  by  the  Association  from  the  gross 
receipts,  all  of  the  costs,  expenses,  and  outlays  (other  than  for 
capital  purposes)  made  or  incurred  directly  attributable  to  the 
soybeans  in  each  pool.  The  fair  share  of  all  of  the  general 
overhead,  maintenance,  and  operating  expenses  and  outlays 
(other  than  for  capital  purposes)  of  the  Association  of  every 
kind  and  character  equitably  chargeable  in  accordance  with 
generally  accepted  accounting  procedures  to  the  soybeans. 


In  each  pool,  shall  be  deducted  from  the  gross  receipts  of  the  111 

sale  of  said  soybeans.  The  Association  is  further  authorized  to 

deduct,  as  capital,  from  the  gross  receipts  of  the  soybeans, 

in  each  pool,  an  amount  not  to  exceed  three  per  cent  (3%)  of 

the  gross  sale  price  of  said  soybeans,  but  if  the  members, 

at  any  annual  meeting,  vote  to  do  so,  a  larger  deduction 

may  be  made. 

8.  The  Association  is  hereby  obligated  to  allocate,  on  a  pro 
rata  basis,  in  each  pool,  to  its  members  and  non-members 
alike,  all  deductions  made  for  capital  purposes  as  provided  in 
the  preceding  paragraph.  The  Association  is  hereby  obligated  to 
pay  and  evidence  such  allocations  to  each  patron  in  any  one  or 
more  of  the  following  ways,  namely,  by  giving  each  patron 

(1)  credits  on  its  books,  payable  at  the  discretion  of  the 
Board  of  Directors,  and  which  at  the  discretion  of  the  Board  of 
Directors,  may  be  converted  into  revolving  fund  certificates; 

(2)  by  the  issuance  of  revolving  fund  certificates  on  which 
interest  of  not  to  exceed  four  per  cent  (4%)  per  annum  may 
be  paid  at  the  sole  discretion  of  the  Board  of  Directors; 

(3)  in  the  case  of  any  non-member  producer  who  is  eligible 
for  membership  and  who  is  approved  by  the  Board  of 
Directors  and  who  is  willing  to  sign  a  Marketing  Agreement  by 
the  issuance  to  him  of  a  $1.C0  fee  paid  membership  certificate. 

9.  Grower  agrees  that  the  Association  may  borrow  money  on 
the  soybeans  delivered  hereunder  as  though  it  were  the 
absolute  owner  thereof  by  pledging  such  soybeans  or  any 
evidence  thereof  or  by  giving  a  lien  of  any  other  character  on 
said  soybeans,  and  that  the  Association  may  borrow  money  on 
the  security  accounts  receivable  arising  therefrom  or  on  any 
paper  of  any  character  received  on  the  sale  of  such  soybeans. 

10.  Grower  agrees  to  notify  the  Association  of  any  and  all 
liens  against  soybeans  that  are  delivered  hereunder;  and  of  the 
interest  of  each  interested  party  therein. 

11.  If  any  grains  or  seeds,  other  than  soybeans,  are  delivered 
to  this  Association  by  Grower  under  this  Agreement,  all  terms 
and  conditions  of  the  Agreement,  relative  to  soybeans, 

shall  apply  thereto. 

12.  This  Agreement  shall  continue  in  force  from  year  to  year 
(The  Association's  fiscal  year)  unless  canceled  in  writing  by 

the  member  or  the  Association  prior  to  August  1,  of  any  year. 
If  a  member  becomes  a  non-producer  of  farm  products  or 
fails  to  patronize  the  Association  in  any  year,  such  action  shall 
automatirallv  suspend  a'l  voting  privileges  of  the  member  and 
all  membership  privileges  hereunder,  and  membership  of 
Grower  shall  be  subject  to  cancellation  as  provided  in  the 
Articles  of  Association  and  Bylaws  of  the  Association. 

12(a).  If  this  Agreement  be  suspended  because  of  failure  to 
patronize  the  Association  and  if  the  Grower  resumes  patronage 
of  the  Association  within  two  years  following  suspension, 
it  shall  be  conclusively  presumed  that  such  resumption  of 
patronage  is  under  the  provisions  of  this  Agreement  unless  the 
Association  requires  the  execution  of  a  new  Agreement. 

13.  The  parties  agree  that  the  Articles  of  Association  and  the 
Bylaws  of  the  Association  now  or  hereafter  in  effect,  and  this 
Agreement  constitutes  the  entire  agreement  between  the 
Association  and  the  Grower,  except  as  may  be  agreed  to  in 
writing  by  both  parties  relative  to  contracts  for  future  sales  of 
soybeans,  wheat,  milo  and  other  grains,  on  a  year  to  year 


basis,  and  the  parties  hereto  agree  that  there  are  no  oral  or 
other  conditions,  promises,  covenants,  representations  or 
inducements  in  addition  to  or  in  variance  with  any  of  the 
terms  hereof;  and  this  Agreement  represents  a  voluntary  and 
clear  understanding  of  both  parties  fully  and  completely,  and 
supersedes  any  Agreement,  relative  to  soybeans,  previously 
entered  into  by  Grower  with  Association. 

END  OF  MARKETING  AGREEMENT 

Date  signed   

Grower  or  applicant  sign  here   

(You  must  sign  here.  All  records  will  carry  your  name  as 
signed.) 

Check  one:   Tenant   Landlord   Operator 

THE  ASSOCIATION'S  ACCEPTANCE  OF  THIS  AGREEMENT 
WILL  BE  EVIDENCED  BY  THE  ISSUANCE  TO  GROWER  OF 
GROWER'S  MEMBERSHIP  CERTIFICATE  IN  THE  ASSOCIATION 

NOTE:  a.  Every  person  who  delivers  grain  to  the  Association  or 
shares  in  proceeds,  is  required  to  sign  a  Marketing  Agreement. 

b.  The  proceeds  from  the  grain  will  be  divided,  between  the 
owners,  as  their  interest  appears. 

c.  If  more  than  one  is  interested  in  the  crop,  sign  separate 
applications  as  individuals.  DO  NOT  sign  as  "father  and  son," 
"brothers,''  or  as  "partners,"  unless  it  is  a  business  partnership 
in  every  respect,  then  each  partner  must  sign.  If  corporation, 
the  signature  of  an  officer  and  his  title  are  required. 


CERTIFICATE  OF  MEMBERSHIP 

RICELAND  FOODS,  INC.,  a  farmers  marketing  association, 
organized  as  such  under  the  provisions  of  Act  No.  153  of  the 
1939  General  Assembly  of  Arkansas,  as  amended,  does  hereby 
certify  that 

Issued  to  

Date  of  issue  .  

having  duly  applied  for  membership  in  such  Association  and 
having  been  accepted  as  a  member  by  the  Board  of  Directors, 
and  having  read  the  Bylaws  and  Marketing  Agreement  of  the 
Association,  to  full  compliance  with  which  he  hereby  agrees, 
and  having  paid  the  membership  fee  of  One  Dollar  and  00/100 
($1.00)  is  hereby  declared  and  recognized  by  the  Association 
to  be  a  member  thereof  and  in  evidence  thereof  this  certificate 
is  duly  issued. 

In  accepting  delivery  of  this  Certificate,  said  member 
especially  agrees  to  Paragraph  11  of  Article  Seven  of  the 
Amended  and  Restated  Articles  of  Association,  which  reads 
as  follows: 

Par.  77.  The  voting  rights  of  members  of  the  Association  shall 
be  equal  and  each  member  shall  have  one  vote  only  upon 
each  matter  submitted  to  vote  in  any  meeting  of  the  members. 
No  person  whose  membership  may  be  canceled  or  suspended 
because  of  failure  to  patronize  the  Association  or  for  any 
other  cause  which  may  be  provided  in  the  Bylaws  shall  have 
any  vote  in  the  affairs  of  the  Association, 

and  such  member  further  agrees  to  be  bound  by  all  other 
provisions  of  the  Articles  of  Association,  by  the  Bylaws  and  by 
the  provision  of  his  membership  agreement  or  agreements 
with  the  Association,  all  as  the  same  may  presently  exist, 
or  as  the  same  may  hereafter  be  lawfully  amended  by  the 
membership  and  by  the  Board  of  Directors  of  the  Association. 

This  certificate  may  be  held  only  by  a  qualified  producer  of 
farm  products  as  defined  in  the  law  under  which  this 
Association  exists.  This  certificate  is  not  assignable  and  not 
transferable,  and  this  certificate  and  the  membership  rights  of 
the  member  to  which  it  is  issued  are  subject  to  suspension  or 
cancellation  as  provided  in  the  Articles  of  Association  and  in 
the  Bylaws  of  this  Association. 

In  certification  of  the  issuance  of  this  certificate  the  president 
or  vice  president  and  secretary  of  the  Association  have  hereto 
affixed  their  signatures. 

RICELAND  FOODS,  INC. 


Secretary 


President 


REVOLVING  FUND  CERTIFICATE 

RICELAND  FOODS,  INC.,  Stuttgart,  Arkansas,  (Incorporated 
under  the  laws  of  the  State  of  Arkansas) 

Issued  to   

Fiscal  year  ending  and  date  of  issue   

Amount  in  dollars  and  cents   

This  is  to  certify  that  the  person  named  above  has  furnished 
the  amount  of  dollars  as  indicated  to  this  Corporation  as 
capital,  subject  to  the  following  conditions: 

1.  This  and  other  revolving-fund  certificates  of  the  same 
series  are  retirable  at  the  sole  discretion  of  the  Board  of 
Directors,  either  fully  or  on  a  pro  rata  basis  but  such 
certificates  issued  in  prior  years  shall  be  entitled  to  priority 
in  retirement,  except  in  liquidation. 

2.  Interest  not  to  exceed  four  (4)  percent  per  annum  may  be 
paid  hereon  at  the  sole  discretion  of  the  Board  of  Directors. 

3.  This  certificate  is  transferable  only  on  the  books  of  the 
Corporation;  and  the  Corporation  has  a  first  lien  thereon  for 
any  claims  of  the  Corporation. 

4.  This  and  other  such  certificates  shall  be  junior  and 
subordinate  to  all  debts  of  the  Corporation  both  secured  and 
unsecured.  Upon  the  dissolution  or  liquidation  of  the 
Corporation  in  any  manner,  all  revolving  fund  certificates  shall 
be  paid  in  full  or  on  a  pro  rata  basis  without  priority  in  the 
order  provided  for  in  the  Bylaws. 

In  Witness  Whereof  Riceland  Foods,  Inc.  has  caused  this 
certificate  to  be  signed  by  its  duly  authorized  officers  and  to  be 
sealed  with  its  seal,  on  the  date  above  mentioned. 

SEAL 


Secretary 


President 


RICELAND  FOODS  SEED  DIVISION,  INC.  (Incorporated  113 
January  5,  1973,  under  Act  153  C.A.  Yr.  1939  of  Ark.) 
Post  Office  Box  927,  Stuttgart,  Arkansas  72160 

MEMBERSHIP  APPLICATION 

(Adopted  by  Board  of  Directors  August,  1974) 

Member's  name  &  address  

Member's  social  security  no.  

Member's  account  no.   

Indicate  below  in  what  county  or  counties  farm  is  located 


Indicate  below  drier  location 


Authorized  bank  on  which  check  is  to  be  drawn   

(List  of  authorized  banks  attached  or  available  at  your 
local  co-operative) 


The  undersigned  Grower  hereby  applies  for  membership  in 
Riceland  Foods  Seed  Division,  Inc.,  hereinafter  referred  to  as 
the  Association. 

The  Grower  represents  that  he  is  engaged  in  the  production 
of  agricultural  commodities  and  in  order  to  be  a  member  of 
the  Association  agrees  to  pay  the  Association's  membership 
fee  of  One  Dollar  ($1.00)  upon  approval  and  acceptance  of  this 
application  by  the  Association's  Board  of  Directors.  If  cash  is 
not  paid  for  such  membership  fee  at  the  time  this  application 
is  signed,  Grower  authorizes  the  Association  to  deduct  the 
same  from  the  proceeds  of  any  patronage  refunds  due  Grower. 

The  Grower  agrees  that  he  will  abide  by  the  rules  and 
regulations  established  by  the  Board  of  Directors  controlling 
the  purchase  of  all  types  of  seed  and  fertilizer  and  all  other 
types  of  farm  supplies  and  equipment  from  the  Association  by 
the  Grower. 

The  Association  agrees  to  operate  any  facilities  it  owns  in 
an  economical  and  efficient  manner,  using  due  care  and 
diligence  in  handling  any  grain  delivered  to  the  Grower. 

The  association  agrees  to  maintain  adequate  records  so  that 
the  results  from  each  of  its  activities  may  be  ascertained, 
at  any  time,  and  so  that  the  financial  interest  and  the  equities 
in  the  Association  of  the  Grower,  may  be  known  at  any  time. 

All  charges  for  items  purchased  shall  be  due  and  payable 
upon  delivery  of  items  to  the  Grower  by  the  Association. 


114  The  applicant  is  bound  by  the  Articles  of  Association  and  the 

Bylaws  of  the  Association,  now  or  hereafter  in  effect,  which 
together  with  this  Agreement  constitute  the  entire  contract  in 
effect  between  the  applicant  and  the  Association. 

Upon  acceptance  this  membership  shall  continue  in  force  for 
one  year  and  shall  thereafter  continue  in  force,  from  year  to 
year  until  it  shall  have  been  canceled  by  either  party, 
in  writing,  by  August  1st  of  any  year;  but  it  may  be  canceled 
by  the  Board  of  Directors,  if  a  member  fails  to  patronize  the 
Association  in  any  year  or  for  any  other  cause  stated  in  the 
Articles  of  Association  and  Bylaws  of  the  Association. 

Date  Signed   

Grower  or  applicant  sign  here   

(You  must  sign  here.  All  records  will  carry  your  name  as 
signed) 

DO  NOT  sign  as  "father  and  son,"  "brothers,"  or  as 
"partners,"  unless  it  is  a  business  partnership  in  every  respect, 
then  each  partner  must  sign.  Corporations  may  be  members. 
The  signature  of  an  officer  and  his  title  is  required. 

Date  approved  by  board   

The  Association's  acceptance  of  this  agreement  will  be 
evidenced  by  the  issuance  to  Grower  of  Grower's  membership 
certificate  in  the  Association. 


CERTIFICATE  OF  MEMBERSHIP 

RICELAND  FOODS  SEED  DIVISION,  INC. 

Stuttgart,  Arkansas 

Riceland  Foods  Seed  Division,  Inc.,  a  farmers  purchasing 
cooperative,  organized  as  such  under  the  provisions  of  Act 
No.  153  of  the  1939  General  Assembly  of  Arkansas,  as  amended, 
does  hereby  certify  that 

Issued  to  .  

Date  of  issue  

having  duly  applied  for  membership  in  such  Association  and 
having  been  accepted  as  a  member  by  the  Board  of  Directors, 
and  having  read  the  Bylaws  and  Marketing  Agreement  of  the 
Association,  to  full  compliance  with  which  he  hereby  agrees, 
and  having  paid  the  membership  fee  of  One  Dollar  and  00/100 
($1.00)  is  hereby  declared  and  recognized  by  the  Association 
to  be  a  member  thereof  and  in  evidence  thereof  this  certificate 
is  duly  issued. 

In  accepting  delivery  of  this  Certificate,  said  member 
especially  agrees  to  Paragraph  9  of  Article  7  of  the  Amended 
and  Restated  Articles  of  Association,  which  reads  as  follows: 

Par.  9.  The  voting  rights  of  members  of  the  Association  shall 
be  equal  and  each  member  shall  have  one  vote  only  upon 
each  matter  submitted  to  vote  at  any  meeting  of  the  members. 
No  person  whose  membership  may  be  canceled  or  suspended 
because  of  failure  to  patronize  the  Association,  or  for  any  other 
cause  which  may  be  provided  in  the  Bylaws  shall  have  any 
vote  in  the  affairs  of  the  Association, 

and  such  member  further  agrees  to  be  bound  by  all  other 
provisions  of  the  Articles  of  Association,  by  the  Bylaws  and  by 
the  provisions  of  his  membership  agreement  or  agreements 
with  the  Association,  all  as  the  same  may  presently  exist, 
or  as  the  same  may  hereafter  be  lawfully  amended  by  the 
membership  and  by  the  Board  of  Directors  of  the  Association. 

This  certificate  may  be  held  only  by  a  qualified  producer  of 
farm  products  as  defined  in  the  law  under  which  this 
Association  exists.  This  certificate  is  not  assignable  and  not 
transferable,  and  this  certificate  and  the  membership  rights  of 
the  member  to  which  it  is  issued  are  subject  to  suspension 
or  cancellation  as  provided  in  the  Articles  of  Association  and  in 
the  Bylaws  of  this  Association. 

In  certification  of  the  issuance  of  this  certificate  the  president 
or  vice  president  and  secretary  of  the  Association  have  hereto 
affixed  their  signatures. 

RICELAND  FOODS  SEED  DIVISION,  INC. 


Secretary 


President 


Appendix  D 

DRIER  DIVISION  ARTICLES  OF  ASSOCIATION 


REVOLVING  FUND  CERTIFICATE 

RICELAND  FOODS  SEED  DIVISION.  INC.,  Stuttgart,  Arkansas, 
(Incorporated  under  the  laws  of  the  State  of  Arkansas) 

Issued  to   

Fiscal  year  ending  and  date  of  issue  

Amount  in  dollars  and  cents   

This  is  to  certify  that  the  person  named  above  has  furnished 
the  amount  of  dollars  as  indicated  to  this  Association  as 
capital,  subject  to  the  following  conditions: 

1.  This  and  other  revolving-fund  certificates  of  the  same 
series  are  retirable  at  the  sole  discretion  of  the  Board  of 
Directors,  either  fully  or  on  a  pro  rata  basis  but  such  certificates 
issued  in  prior  years  shall  be  entitled  to  priority  in  retirement, 
except  in  liquidation. 

2.  Interest  not  to  exceed  six  (6)  per  cent  per  annum  may  be 
paid  hereon  at  the  sole  discretion  of  the  Board  of  Directors. 

3.  This  certificate  is  transferable  only  on  the  books  of  the 
Association;  and  the  Association  has  a  first  lien  thereon  for  any 
claims  of  the  Association. 

4.  This  and  other  such  certificates  shall  be  junior  and 
subordinate  to  all  debts  of  the  Association  both  secured  and 
unsecured.  Upon  the  dissolution  or  liquidation  of  the 
Association  in  any  manner,  all  revolving  fund  certificates  shall 
be  paid  in  full  or  on  a  pro  rata  basis  without  priority  in  the 
other  provided  for  in  the  Bylaws. 

In  Witness  Whereof  Riceland  Foods  Seed  Division,  Inc.  has 
caused  this  certificate  to  be  signed  by  its  duly  authorized 
officers  and  to  be  sealed  with  its  seal,  on  the  date  above 
mentioned. 

SEAL 


CERTIFICATE  OF  AMENDMENT  OF  THE  ARTICLES  OF 

ASSOCIATION  OF    GRAIN  DRYING 

COOPERATIVE  ,  ARKANSAS, 

(Incorporated:  Reorganized 

as  a  Nonstock  Cooperative  ) 

KNOW  ALL  MEN  BY  THESE  PRESENTS:  That  the   

Grain  Drying  Cooperative,  an  Association  duly  organized 
and  incorporated  under  an  Act  of  the  General  Assembly  of  the 
State  of  Arkansas  approved  February  28,  1939  and  known  as 
"An  Act  Providing  for  the  Formation  and  Operation  of 
Agricultural  Cooperatives,"  does  hereby  certify  that  at  a  duly 
called,  convened  and  held  regular  annual  meeting  of  the 
members  of  said  Association  at  which  a  quorum  of  both 
common  and  preferred  stockholders  was  present  in  person  or 
by  proxy,  a  majority  of  the  common  stockholders  and  a 
majority  of  all  the  preferred  stockholders  who  were  then 
active  producers  of  farm  products  and  common  stockholders  of 
the  Association,  voted  to  adopt  Amended  and  Restated 
Articles  of  Association  of  that  cooperative,  the  vote  count 
being  as  follows: 

Voting  lor 

Total  eligible  Number    amended     Voting  against 

to  vote  Quorum   present     articles       amended  articles 

Common  Stockholders: 


Preferred  Stockholders: 


The  Amended  and  Restated  Articles  of  Association  read 
as  follows: 

AMENDED  AND  RESTATED  ARTICLES  OF  ASSOCIATION  OF 
  GRAIN  DRYING  COOPERATIVE 

ARTICLE  ONE:  NAME 


Secretary 


President 


Par.  1.  The  name  of  the  Association  is   

GRAIN  DRYING  COOPERATIVE. 

ARTICLE  TWO:  PURPOSES 

Par.  2.  The  Association  is  formed  for  the  following  purposes: 

Par.  3.  To  engage  in  any  activity  relative  to  the  drying, 
warehousing,  shipping,  processing,  preparing  for  market,  and 
otherwise  handling  rice,  soybeans,  or  any  other  agricultural 
product,  in  any  form,  produced  by  its  members,  or  others. 


Par.  4.  To  buy,  sell,  deal  in  and  handle  seed,  grain,  fertilizer, 
and  other  farm  supplies  and  to  conduct  any  other  business 
authorized  or  allowed  to  cooperative  associations  organized 
under  Act  153  of  the  State  of  Arkansas,  approved  by  the 
Legislature  on  February  28,  1939,  or  any  amendments  thereto. 


ARTICLE  THREE:  LOCATION 


Par.  5.  The  principal  place  of  business  of  this  Association 
shall  be  at   ,   


County,  State  of  Arkansas. 


ARTICLE  FOUR:  DURATION 

Par.  6.  The  life  of  this  Association  shall  be  perpetual. 

ARTICLE  FIVE:  BOARD  OF  DIRECTORS 

Par.  7.  The  management  of  the  business  and  affairs  of  the 
Association  shall  be  vested  in  a  Board  of  Directors  consisting  of 
not  less  than  five  (5)  members,  but  may  be  any  number  in 
excess  thereof.  The  actual  number  of  directors  of  the 
Association  and  their  terms  of  office  shall  be  specified  in  the 
Bylaws.  Each  director  shall  be  a  member  in  good  standing  of 
this  Association  and  also  a  member  in  good  standing  of 
The  Arkansas  Rice  Growers  Cooperative  Association  doing 
business  as  "Riceland  Foods,"  Stuttgart,  Arkansas,  Riceland 
Foods  Seed  Division,  Inc.,  or  of  Riceland  Foods,  Inc., 
Stuttgart,  Arkansas. 

ARTICLE  SIX:  POWERS 

Par.  8.  The  powers  of  the  Association  are: 

Par.  9.  To  engage  in  and  transact  business  with  members  and 
nonmembers  under  rules  and  provisions  adopted  by  the 
Board  of  Directors,  provided  the  business  transacted  with 
such  nonmembers  is  not  greater  in  value  than  that  transacted 
with  its  members. 

Par.  10.  To  buy,  acquire,  hold,  own,  lease,  give  as  security, 
sell  and  otherwise  dispose  of,  and  exercise  all  privileges  of 
ownership  over  real  or  personal  property  of  any  character, 
or  interest  therein,  as  may  be  deemed  necessary  or  desirable 
for  the  conduct  of  the  business  of  the  Association,  or 
incidental  thereto. 

Par.  11.  To  borrow  money  for  any  purpose  of  the  Association 
without  limitation  and  to  issue  bonds,  debentures,  notes  or 
other  obligations  therefor,  and  to  secure  the  same  by  pledge, 
mortgage,  or  deed  of  trust  on  the  whole  or  any  part  of  the 
property  of  the  Association,  either  real  or  personal,  or  to  issue 
bonds,  notes,  or  other  obligations  without  any  such  security. 

Par.  12.  To  operate  licensed  bonded  warehouses  and  to 
execute  all  bonds  or  assurances  as  may  be  required  to  become 
a  licensed  warehouseman,  and  to  issue  bonded  negotiable 
or  nonnegotiable  warehouse  receipts  under  State  or  Federal 
laws  covering  any  agricultural  product. 

Par.  13.  To  guarantee,  endorse,  purchase  or  otherwise 
acquire,  hold,  sell,  assign,  transfer,  mortgage,  pledge  or 
otherwise  dispose  of  shares  of  stock,  bonds,  or  other  evidence 
of  indebtedness  created  by  any  corporation  or  association 
engaged  in  any  related  activity,  and  to  vote  cooperate  and 
share  in  the  management  or  control  of  such  organization, 
its  activities  and  affairs. 

Par.  14.  To  participate  by  membership,  stock  ownership, 
or  otherwise,  in  the  management  of  cooperative  agencies  for 
the  furthering  of  any  of  the  purposes  of  this  Association. 

Par.  15.  To  do  each  and  everything  necessary,  suitable  or 
proper  for  the  accomplishment  of  any  of  the  purposes  or  the 
attainment  of  any  one  or  more  of  the  objects  herein 
enumerated;  or  conducive  to  or  expedient  for  the  interest  or 
benefit  of  the  Association;  and  to  contract  accordingly;  and  in 
addition,  to  exercise  and  possess  all  powers,  rights  and 


privileges  necessary  or  incidental  to  the  purposes  for  which 
the  Association  is  organized,  or  to  the  activities  in  which  the 
Association  is  engaged,  and  to  have  and  exercise  all  the  powers, 
privileges  and  rights  granted,  authorized  or  allowed  to 
associations  organized  under  Act  153  of  the  Legislature  of  the 
State  of  Arkansas  for  the  year  of  1939  or  amendments  thereto, 
and  all  other  powers  authorized  or  allowed  to  corporations 
by  other  laws  of  the  State  of  Arkansas,  insofar  as  they  are  not 
in  conflict  with  the  express  provisions  of  the  law  under  which 
this  Association  is  organized,  provided,  however,  that  the 
Association  shall  have  no  power  to  guarantee,  purchase,  hold 
sell,  assign,  transfer,  mortgage,  pledge,  or  otherwise  dispose  of 
bonds,  securities  or  evidences  of  indebtedness  created  by  any 
other  corporation  or  individual,  except  as  set  forth  in  Paragraph 
13  above. 

ARTICLE  SEVEN:  MEMBERSHIP 

Par.  16.  This  Association  is  hereby  reorganized  as  a  nonstock 
cooperative  the  manner  and  form  now  herein  provided. 

Par.  17.  This  Association  shall  be  a  nonprofit  cooperative 
association  and  shall  make  no  profits  from  any  of  its  activities. 
This  Association  shall  not  have  capital  stock,  but  shall  admit 
applicants  to  membership  in  the  Association  upon  such  uniform 
conditions  as  may  be  prescribed  in  its  Bylaws.  This  Association 
shall  be  operated  on  a  cooperative  basis  for  the  mutual 
benefit  of  its  members  as  producers  of  farm  products. 
Membership  in  the  Association  shall  be  restricted  to  producers 
of  farm  products  and  associations  of  such  producers  who 
shall  patronize  the  Association. 

Par.  18.  The  voting  rights  of  members  of  the  Association 
shall  be  equal  and  each  member  shall  have  one  vote  only 
upon  each  matter  submitted  to  vote  at  any  meeting  of  the 
members.  No  person  whose  membership  may  be  canceled  or 
suspended  because  of  failure  to  patronize  the  Association  or 
for  any  other  cause  which  may  be  provided  in  the  Bylaws  shall 
have  any  vote  in  the  affairs  of  the  Association. 

Par.  19.  The  property  rights  and  interests  of  each  member  in 
the  Association  shall  be  unequal.  Such  property  rights  shall  be 
determined  and  fixed  in  the  proportion  that  the  patronage 
of  each  member  shall  bear  to  the  total  patronage  of  all  the 
members  with  the  Association.  In  determining  property  rights 
and  interests,  all  amounts  allocated  to  each  patron  or  evidenced 
by  certificates  of  any  kind  shall  be  excluded,  and  upon 
dissolution,  the  equity  interests  of  members  and  patrons  shall 
be  determined  as  provided  in  the  Bylaws.  New  members 
admitted  to  membership  shall  be  entitled  to  share  in  the 
property  of  the  Association  in  accordance  with  the  foregoing 
general  rule. 

Par.  20.  From  and  after  the  adoption  of  these  amended 
Articles  each  member's  right  to  vote  and  to  participate  in  the 
affairs  of  the  Association  will  be  evidenced  by  a  Certificate  of 
Membership  issued  to  each  member  in  form  as  may  be 
prescribed  by  the  Directors  and  subject  to  cancellation  under 
such  conditions  as  may  be  prescribed  by  the  Bylaws. 

Par.  21.  Immediately  upon  the  adoption  of  these  Amended 
Articles  of  Association,  all  outstanding  common  stock  issued  by 
the  Association  is  hereby  canceled,  and  all  authority  of  the 
Association  to  issue  any  such  stock  is  canceled  and  stricken 
from  the  Articles  of  the  Association.  The  Association  shall 
proceed  to  redeem  such  stock  as  provided  in  this  amended 
article. 


Par.  22.  Notwithstanding  cancellation  of  such  stock  and 
the  certificates  evidencing  the  same,  the  membership  rights  of 
each  qualified  holder  of  such  stock  shall  continue  and  as 
promptly  as  possible  after  the  adoption  of  these  amended 
articles  will  be  evidenced  by  a  fee  paid  Membership  Certificate 
issued  in  redemption  of  the  common  stock  held  by  each 
qualified  member.  PROVIDED,  any  owner  of  such  canceled 
stock,  upon  tender  of  Membership  Certificate  in  exchange  for 
his  common  stock  certificate,  may  elect  to  withdraw  as  a 
member  of  the  Association  by  notifying  the  Association  to  such 
effect,  whereupon  the  Association  shall  be  obligated  to  pay 
such  person  in  money  the  full  face  value  of  his  canceled 
common  stock  certificate  and  such  person  shall  cease  to  be  a 
member  of  this  Association. 

Par.  23.  Likewise,  immediately  upon  the  adoption  of  these 
Amended  Articles  of  Association,  all  outstanding  Preferred 
Stock  issued  by  the  Association  is  hereby  canceled  and  all 
authority  of  the  Association  to  issue  any  such  stock  is  canceled 
and  stricken  from  the  Articles  of  Association.  The  Association 
shall  proceed  to  redeem  such  stock  as  provided  in  these 
amended  Articles. 

Par.  24.  The  holders  of  preferred  stock,  by  reason  of  such 
stock  had  crop  delivery  privileges,  and  although  such  stock 
is  now  canceled,  the  Association  is  authorized  to  enter  into 
contracts  with  such  holders  on  such  terms  and  conditions  as 
may  be  prescribed  in  these  Articles  and  in  the  Bylaws  so  that 
the  holders  will  continue  to  have  crop  delivery  privileges 
equal  to  those  formerly  conferred  by  such  preferred  stock. 
Such  contracts  may  be  made  contingent  on  the  member's 
extending  credit  to  the  Association  in  the  form  of  money 
lent  or  for  other  value  received  by  the  Association,  and  may  be 
in  the  form  of  a  "Delivery  Debenture"  as  authorized  in 
Par.  26  of  this  Article.  Such  contract  shall  be  offered  all  eligible 
member  holders  of  canceled  preferred  stock  in  exchange  for 
and  redemption  of  the  holder's  canceled  stock.  Should  any 
owner  of  such  crop  delivery  privileges  fail  or  refuse  to  contract 
with  the  Association  as  aforesaid,  the  Association  shall  pay 
such  owner  the  face  value  of  his  canceled  preferred  stock 
plus  any  dividends  that  may  be  declared  and  unpaid  before 
the  cancellation  of  such  preferred  stock. 

Par.  25.  In  all  cases  where  exchange  of  the  canceled 
common  and  canceled  preferred  stock  of  the  Association 
cannot  be  completed  because  of  inability  of  the  Association 
to  contact  the  owner  or  because  of  the  owner's  death,  or  for 
any  similar  reason,  the  Association  shall  establish  on  its  books 
a  credit  in  the  amount  equal  to  the  amount  the  owner  is 
entitled  to  receive  in  redemption  of  the  owner's  canceled 
stock,  the  same  to  be  paid  to  such  owner  or  such  owner's 
personal  representatives  immediately  upon  such  owner's  or 
deceased  owner's  personal  representatives  being  located  or 
becoming  available  for  payment. 

Par.  26.  Without  limiting  the  authority  of  the  Board  of 
Directors  to  borrow  money  as  otherwise  provided  in  the 
Articles  and  in  the  Bylaws  of  the  Association,  the  Association  is 
specially  empowered  to  borrow  money  from  among  its 
membership  and  to  issue  in  evidence  of  such  loans  evidences 
of  indebtedness  to  bear  the  name  "Delivery  Debenture"  to 
consist  of  (1)  a  registered  promissory  note,  payable  over  such 
period  of  time  and  bearing  such  interest  as  may  be  provided 
in  the  Bylaws,  and  (2)  a  contract  with  the  member  agreeing  to 
such  priority  in  the  delivering  of  crops  to  the  Association 
on  such  terms  as  may  be  provided  in  the  Bylaws. 


Par.  27.  Membership  in  the  Association  shall  be  subject 
to  suspension  or  cancellation  by  the  Board  of  Directors 
if  a  member  shall  become  a  nonproducer  of  farm  products  or 
otherwise  become  ineligible  to  hold  membership  in  the 
Association,  or,  if  the  member  violates  any  terms  and 
conditions  of  the  Uniform  Membership  Agreement,  Bylaws, 
or  rules  and  regulations  of  the  Association,  or  fails  to  observe 
any  obligation  or  duty  to  the  Association,  but  such  suspension 
or  cancellation  may  occur  only  after  notice  to  the  member 
and  hearing  as  provided  in  the  Bylaws.  During  any  period  of 
suspension  the  suspended  member  shall  have  no  voice  or  vote 
in  the  affairs  of  the  Association. 

Par.  28.  Upon  dissolution  or  liquidation  of  the  Association 
all  debts  of  the  Association  shall  be  paid.  Any  assets  remaining 
after  payment  of  all  debts  shall  be  used  to  retire  all  certificates 
which  the  Association  may  have  issued  to  members  to  evidence 
patronage  refunds  due  them,  and  any  amount  then  remaining 
shall  be  distributed  on  a  patronage  basis  as  provided  in 
the  Bylaws. 

IN  WITNESS  WHEREOF,  the  President,  

and  the  Secretary-Treasurer,  Leland  L.  Carle,  of  the  ,  

Grain  Drying  Cooperative,  do  hereby  certify  that  the  Articles 
of  Association  of  said  Cooperative  were  duly  amended  to 
read  as  set  forth  by  a  majority  of  the  members  of  said 
Cooperative  at  the  annual  meeting  of  the  members  at  which  a 

quorum,  as  required  by  law,  was  present,  held  on  the  

day  of  August,  1974. 


President 


Secretary-Treasu  rer 
ACKNOWLEDGMENT 


STATE  OF  ARKANSAS 
COUNTY  OF  ARKANSAS 


On  this  day  before  me,  a  Notary  Public  duly  commissioned 
and  acting  within  said  County  and  State,  appeared  in  person 

the  within  named    and 

Leland  L.  Carle  (being  the  persons  authorized  by  the  Association 
to  execute  the  foregoing  Certificate)  to  me  personally  well 
known,  who  stated  that  they  were  respectively  the  President 

and  the  Secretary-Treasurer  of  the   

Grain  Drying  Cooperative,  an  Association,  and  were  duly 
authorized  in  their  respective  capacities  to  execute  the 
foregoing  Certificate  on  behalf  of  said  Association,  and  they 
further  stated  and  acknowledged  that  they  so  signed,  executed, 
and  delivered  the  foregoing  Certificate  for  the  considerations, 
uses,  and  purposes  therein,  stated  and  set  forth. 

Witness  my  hand  and  official  seal  on  this    day  of 

.  ,  1974. 


Notary  Public 
SEAL: 

My  Commission  expires: 


Appendix  E 

DRIER  DIVISION  BYLAWS 


118         BYLAWS  OF    GRAIN  DRYING 

COOPERATIVE   ,  ARKANSAS, 

INCORPORATED    UNDER  ACT  153  OF 

1939  OF  ARKANSAS  AS  AMENDED   

ARTICLE  ONE:  POWERS  AND  PURPOSES 

Par.  1.  The  powers  and  purposes  of  this  Association  are 
those  set  forth  in  the  Articles  of  Association.  The  Articles  of 
Association  shall  control  in  the  event  of  any  conflict  between 
its  provisions  and  any  part  of  these  Bylaws. 

ARTICLE  TWO:  MEMBERSHIP 

Par.  2.  QUALIFICATIONS.  Any  person,  firm  or  corporation, 
who  is  a  member  of  the  Arkansas  Rice  Growers  Cooperative 
Association  (dba  Riceland  Foods),  Riceland  Foods,  Inc.,  or 
Riceland  Foods  Seed  Division,  Inc.,  Stuttgart,  Arkansas,  and  is 
engaged  in  the  production  of  agricultural  products,  as  well  as 
eligible  cooperative  associations,  may,  subject  to  the  approval 
of  the  Board  of  Directors,  become  a  member  of  this 
Association  by  paying  the  Association  a  one  dollar  ($1.00) 
membership  fee,  and  by  entering  into  a  Membership  Agreement 
with  the  Association  in  the  form  prescribed  by  the  Board  of 
Directors. 

Par.  3.  SUSPENSION  OF  VOTING  RIGHTS.  The  voting  rights 
of  any  member  who  ceases  to  be  eligible  to  be  a  member 
shall  be  suspended  immediately  upon  the  finding  of  the 
Board  of  Directors  that  such  member  is  ineligible  for 
membership.  The  voting  rights  of  any  member  who  violates 
any  part  of  the  terms  and  conditions  of  the  Uniform 
Membership  Agreement,  Bylaws,  or  rules  and  regulations  of 
this  Association,  or  who  performs  an  act  of  disloyalty  to  the 
Association,  may  be  suspended  by  a  majority  vote  of  the 
Board  of  Directors;  provided,  however,  that  before  the  voting 
rights  are  suspended,  the  Board  of  Directors  shall  hold  a 
meeting  for  the  purpose  of  hearing  and  receiving  evidence  of 
the  charges  preferred  against  him,  or  concerning  his  eligibility 
to  be  a  member,  and  at  such  meeting,  he  shall  have  the  right 
to  present  witnesses  and  be  heard  in  person  or  by  counsel 
in  answer  thereto;  and  the  person  bringing  the  charges  against 
him  shall  have  the  same  opportunity.  Notice  of  such  meeting, 
containing  a  statement  of  the  charges  preferred  against  a 
member,  shall  be  mailed  to  such  member  at  least  ten  (10)  days 
previous  to  the  date  of  meeting.  The  certificate  of  membership 
of  any  member  whose  voting  rights  are  suspended  by  the 
Board  of  Directors  may  be  canceled  by  the  Board.  Notice  of 
such  cancellation  shall  be  given  the  member  at  his  last 
address  appearing  in  the  records  of  the  Association. 

ARTICLE  THREE:  DELIVERY  DEBENTURES 

Par.  4.  The  "Delivery  Debenture"  provided  for  in  Article 
Seven,  Paragraph  26  of  the  Amended  Articles  of  Association 
shall  consist  of  two  parts  as  prescribed  in  the  Amended 
Articles.  The  registered  promissory  note  to  constitute  Part  1 
shall  be  in  the  customary  form  of  a  promissory  note  stating  the 
name  of  the  qualified  member  payee,  a  rate  of  interest  of 
6%  per  annum,  payable  annually  and  shall  provide  that  it  shall 
become  due  15  years  from  July  31  next  following  the  date  of 
the  note.  Such  note  shall  provide  that  it  shall  be  prepayable  at 
the  option  of  the  Association  at  any  time  if  the  Delivery 
Privilege  Contract  in  Part  2  of  the  "Delivery  Debenture"  be 
canceled  for  any  reason.  The  note  shall  be  transferable  and 


negotiable  but  only  on  the  records  of  the  Association.  The  note 
form  may  contain  such  other  customary  note  provisions  as 
may  be  authorized  by  the  Board  of  Directors.  Part  2  of  such 
"Delivery  Debenture"  shall  consist  of  a  Delivery  Privilege 
Contract.  Such  contract,  in  the  case  of  members  holding 
Preferred  Stock  in  this  Association  prior  to  its  exchange  on 
reorganization  of  th'is  Association  as  a  non-stock  cooperative, 
shall  provide  for  the  same  delivery  privileges  held  by  the 
owner  prior  to  exchange  of  owner's  Preferred  Stock,  but 
ownership  of  delivery  privileges  shall  never  confer  on  the 
owner  any  voting  rights  in  the  affairs  of  the  Association. 

Par.  5.  The  Board  of  Directors  may  create  classes  of 
Delivery  Privilege  Contracts  based  (a)  on  type  of  crop  to  be 
delivered,  (b)  anticipated  yields  per  acre  of  crops  to  be 
delivered,  (c)  the  number  of  acres  of  crops  to  which  delivery 
privileges  have  application,  and  (d)  the  number  of  acres  per 
dollar  unit  lent  to  which  the  delivery  privileges  apply,  or  on 
such  other  basis  as  will  effectively  adjust  preferred  delivery 
privileges  in  an  equitable  manner  among  those  members 
holding  the  same. 

Par.  6.  The  holder  of  Delivery  Privilege  Contract  (so  long  as 
he  remains  a  member  of  the  Association  in  good  standing) 
shall  have  a  prior  right  over  those  members  of  the  Association 
not  holding  such  contracts  and  over  nonmembers  to  deliver 
such  farm  products  to  the  Association  as  are  specified  in  the 
contract.  If  the  Board  of  Directors  determines  plant  capacity  of 
the  Association  (whether  existing  or  about  to  be  acquired  or 
constructed)  to  be  sufficient  to  accommodate  a  greater  quantity 
of  farm  products  than  the  volume  committed  to  owners  of 
Delivery  Privilege  Contracts,  then  the  Board  may  either 

(1)  increase  the  delivery  privileges  already  contracted  with  the 
eligible  holders  of  existing  Delivery  Privilege  Contracts,  or 

(2)  borrow  additional  amounts  from  eligible  members  and 
enter  into  "Delivery  Debenture"  agreements  with  such 
members. 

Par.  7.  The  Board  of  Directors  will  have  authority  to  borrow 
from  eligible  members  and  to  enter  into  Delivery  Debenture 
agreements  with  members  on  grains  other  than  customarily 
handled  by  the  Association. 

Par.  8.  CANCELLATION.  The  Delivery  Privilege  Contract  shall 
provide  for  the  Association  to  have  the  option  of  canceling 
the  contract  if  at  any  time  the  member  holding  such  privileges 
shall  for  any  reason  cease  to  be  a  producer  of  farm  products 
as  defined  in  the  statute  under  which  this  Association  is 
organized,  shall  have  his  membership  in  the  Association 
canceled  for  any  of  the  causes  set  forth  in  Paragraph  3  of 
these  Bylaws  or  shall  cease  to  be  an  eligible  qualified  member 
of  the  Association  for  a  period  of  three  (3)  crop  years. 

ARTICLE  FOUR:  NONMEMBER  PATRONS 

Par.  9.  The  Association  may  engage  in  any  or  all  of  its 
activities  with  nonmembers,  provided  the  business  transacted 
with  such  nonmembers  is  not  greater  in  value  than  that 
transacted  with  its  members.  Nonmember  patrons  shall  be 
treated  the  same  as  members  and  shall  participate  in  the 
distribution  of  the  savings  on  the  same  basis.  The  Association 
shall  have  the  right  to  retain  all  or  any  part  of  the  net  savings 
allocated  to  a  nonmember  patron,  who  is  eligible  and 
approved  by  the  Board  of  Directors  for  membership  in  the 
Association,  and  apply  same  to  the  payment  of  a  one  dollar 
($1.00)  membership  fee,  and  thereafter  such  patron  shall  be  a 


member  of  the  Association  with  all  rights,  benefits,  and  7.  Unfinished  business. 

privileges,  and  subject  to  all  the  requirements  thereof.  8.  New  business. 

9.  Adjournment. 

ARTICLE  FIVE:  MEMBERSHIP  MEETINGS 


Par.  10.  ANNUAL  MEETING.  The  annual  meeting  of  the 
members  of  this  Association  may  be  held  any  place  in  the 
State  of  Arkansas  between  August  1st  and  September  30th  of 
each  year.  The  exact  date,  time,  and  place  to  be  set  and 
determined  by  the  Board  of  Directors  on  or  before  August  1st 
of  any  year,  and  two  weeks  before  the  date  set  for  the 
annual  meeting. 

Par.  11.  SPECIAL  MEETINGS.  Special  meetings  of  the 
members  of  this  Association  may  be  held  at  any  time  when 
called  in  manner  as  hereinafter  provided.  The  Board  of 
Directors  shall  designate  the  date,  time,  and  place  for  holding 
all  special  meetings,  and  such  place  may  be  any  place  in  the 
State  of  Arkansas.  Special  meetings  may  be  called  at  any  time 
by  the  Board  of  Directors,  and  shall  be  called  by  said  Board 
whenever  a  written  request  containing  a  statement  of  the 
specific  business  to  be  considered,  signed  by  at  least  ten 
percent  (10%)  of  the  members  appearing  on  the  active  roll  of 
members,  provided  that  in  no  case  shall  the  required  number 
of  signatures  to  such  request  be  less  than  ten  (10).  Upon 
receipt  of  such  request  the  Board  of  Directors  shall  order  a 
meeting  held  within  thirty  (30)  days  from  the  date  of  such 
receipt.  The  purpose  of  every  special  meeting  shall  be  stated 
in  the  notice  thereof,  but  any  business  may  be  transacted  at 
any  such  meeting  whether  or  not  stated  in  the  call. 

Par.  12.  NOTICE  OF  MEETINGS.  Written  or  printed  notice  of 
all  meetings  of  the  members,  stating  the  nature,  time,  and 
place  thereof,  shall  be  mailed  to  each  member  to  the  address 
shown  on  the  books  of  the  Association,  or  handed  to  such 
member,  at  least  ten  (10)  days  prior  to  the  time  for  holding  the 
meeting.  Such  notice  shall  state  the  purpose  of  said  meeting, 
but  shall  also  state  that  any  other  business  may  be  transacted 
thereat. 

Par.  13.  VOTING  RIGHTS  AND  QUORUM.  Only  members  of 
this  Association  in  good  standing  shall  have  the  right  to  vote 
in  transacting  business  at  meetings  of  the  members,  and  no 
member  shall  have  more  than  one  vote.  Ten  (10)  members  in 
good  standing  and  present  in  person,  shall  constitute  a 
quorum  for  the  transaction  of  business  at  any  meeting  of  the 
members.  A  vote  of  the  majority  of  such  members  present  at 
such  meeting  shall  be  sufficient  to  pass  or  reject  any  measure 
properly  placed  before  the  meeting,  except  for  the  transaction 
of  business  for  which  a  different  quorum  and  a  different  vote 
is  specifically  provided  for  by  statute  or  by  these  Bylaws. 

Par.  14.  VOTING  BY  PROXY.  Voting  by  proxy  is  permitted 
as  to  amendments  to  the  Articles  of  Association  or  the  Bylaws; 
otherwise  voting  by  proxy  is  prohibited. 

Par.  15.  ORDER  OF  BUSINESS.  The  order  of  business  at  the 
annual  meeting  and  at  other  meetings  of  the  members,  as  far 
as  practicable,  shall  be: 

7.  Ca/ling  to  order. 

2.  Proof  of  due  notice  of  meeting. 

3.  Proof  of  quorum. 

4.  Reading  and  action  of  any  unapproved  minutes. 

5.  Reports  of  officers  and  committees. 

6.  Election  of  Directors. 


ARTICLE  SIX:  BOARD  OF  DIRECTORS 

Par.  16.  NUMBER  AND  QUALIFICATIONS.  The  business  and 
affairs  of  this  Association  shall  be  conducted  and  managed  by  a 
Board  of  Directors  consisting  of  not  less  than  five  (5)  nor 

more  than    members,  each  of  whom  shall  be  a 

member  in  good  standing  of  this  Association  and  a  member  in 
good  standing  of  The  Arkansas  Rice  Growers  Cooperative 
Association  (dba  Riceland  Foods),  Riceland  Foods,  Inc.,  or 
Riceland  Foods  Seed  Division,  Inc.,  or  each  of  whom  shall  be  a 
duly  accredited  representative  of  a  corporate,  cooperative, 
or  partnership  member  in  good  standing  of  this  Association 
and  of  one  of  the  other  cooperative  Associations  herein 
named.  No  person  in  competition  with  the  Association  or 
associated  with  any  concern  or  partnership  that  is  in 
competition  with  this  Association  shall  be  eligible  to  serve  as 
a  director,  and  if  a  majority  of  a  quorum  of  the  Board  of 
Directors,  following  an  opportunity  for  a  hearing,  finds  that  a 
director  is  thus  ineligible,  he  shall  cease  to  be  a  director. 

Par.  17.  ELECTION  AND  TERM  OF  OFFICE.  Directors  shall 
be  elected  at  each  annual  meeting  of  the  members  for  a  term 
ending  at  the  third  annual  meeting  following  their  election, 
and,  unless  sooner  removed  by  death,  resignation,  or  in  the 
manner  provided  for  in  Paragraph  16  or  Paragraph  22  hereof, 
they  shall  hold  office  until  their  successors  have  been  elected 
and  qualified.  The  directors  elected  at  the  first  meeting  of 
members  may  be  chosen  for  different  periods,  thereafter, 
for  three  year  terms. 

Par.  18.  MEETINGS.  As  soon  as  practicable  and  within  ten  (10) 
days  following  the  annual  meeting  of  the  members  each  year, 
the  Board  of  Directors  elected  thereat  shall  hold  a  regular 
meeting  of  the  Board  of  Directors  to  elect  officers  and 
transact  any  other  business  at  such  time  and  place  in  the 
State  of  Arkansas,  that  may  be  designated  by  the  President. 

Par.  19.  SPECIAL  MEETINGS  of  the  Board  may  be  held  at 
any  time  when  called  in  the  manner  hereinafter  provided. 
Such  meetings  shall  be  called  upon  order  of  the  President, 
or  the  Board  of  Directors,  or  upon  written  request  of  a 
majority  of  the  directors.  The  President  or  Directors,  in 
ordering  the  call,  shall  designate  the  date,  time  and  place  for 
holding  the  meeting,  but  such  place  may  be  any  place  in  the 
State  of  Arkansas.  Any  business  of  the  Association  may  be 
transacted  at  any  special  meeting  of  the  Board,  whether  or  not 
such  business  is  stated  in  the  call. 

Par.  20.  NOTICE  OF  MEETINGS.  Written  notice  of  regular 
and  special  meetings,  stating  the  time  and  place  thereof, 
shall  be  mailed  or  handed  to  each  director  at  least  three  (3) 
days  prior  to  the  time  for  holding  the  meetings;  provided, 
however,  that  directors  may  waive,  in  writing,  i:otice  of  any 
meeting.  Such  notice  shall  also  state  the  purpose  of  said 
meeting,  but  shall  also  state  that  any  other  business  may  be 
transacted  thereat. 

Par.  21.  VACANCIES.  Vacancies  in  the  Board  of  Directors, 
other  t^an  by  expiration  of  term,  shall  be  filled  by  a  ma:ority 
vote  of  the  remaining  directors  in  office.  Directors  to  fill  such 
vacancies  shall  be  elected  for  the  unexpired  term  of  those 
whom  they  succeed. 


Par.  22.  REMOVAL  OF  DIRECTORS.  If  the  voting  rights  of  a 
member  of  the  Association  are  suspended  or  his  membership 
canceled,  his  membership  on  the  Board  of  Directors  shall 
immediately  terminate.  Any  director  of  the  Association  may  be 
removed  from  office  by  a  vote  of  a  majority  of  the  members 
in  good  standing,  present  in  person,  at  any  special  meeting 
called  for  that  purpose,  at  which  a  quorum  is  present.  Special 
meetings  of  the  members  for  voting  upon  the  removal  of  a 
director  shall  be  called  only  when  a  member  brings  charges 
against  such  director  by  filing,  in  writing,  with  the  Secretary  of 
the  Association,  together  with  a  petition  signed  by  ten  (10) 
members,  in  good  standing,  requesting  the  removal  of  the 
director  in  question.  The  director  against  whom  such  charges 
have  been  brought  shall  be  informed  in  writing  of  the  charges 
at  least  ten  (10)  days  previous  to  the  meeting  and  shall  have 
an  opportunity  at  the  meeting  to  present  witnesses  and  be 
heard  in  person  or  by  counsel  in  answer  thereto;  and  the 
person  or  persons  bringing  the  charges  against  him  shall  have 
the  same  opportunity.  Any  vacancy  created  by  such  termination 
or  removal  from  office  shall  be  filled  in  the  manner  provided 
in  Paragraph  21  hereof. 

Par.  23.  QUORUM.  A  majority  of  the  members  of  the 
Board  of  Directors  shall  constitute  a  quorum  for  the 
transaction  of  business  at  any  meeting  of  the  Board;  and  a  vote 
of  the  majority  of  the  directors  present  at  such  meeting  shall 
be  sufficient  to  pass  or  reject  any  measure  properly  placed 
before  the  meeting,  except  for  the  transaction  of  business  for 
which  a  different  vote  is  specifically  provided  for,  by  statute 
or  by  these  Bylaws. 

Par.  24.  COMPENSATION,  EMPLOYMENT  AND  CONTRACTS. 
The  members  of  the  Board  of  Directors  shall  receive  no 
compensation  for  their  services  as  members  of  the  Board, 
but  may  receive  a  reasonable  per  diem  to  cover  necessary 
expenses  while  engaged  in  the  business  of  the  Association. 
No  member  of  the  Board  of  Directors  and  no  members  of  his 
immediate  family  shall  be  employed  by  the  Association  for 
more  than  thirty  (30)  days  in  any  year,  unless  such  employment 
is  unanimously  approved  by  the  Board  of  Directors.  No 
member  of  the  Board  of  Directors  shall,  during  his  term  of 
office,  have  any  contract,  arrangement,  or  agreement  for  profit 
with  the  Association  differing  in  terms  or  purpose  from 
contracts,  arrangements,  and  agreements  accorded  other 
members. 

ARTICLE  SEVEN:  DUTIES  AND  POWERS  OF  DIRECTORS 

Par.  25.  MANAGEMENT  OF  BUSINESS.  The  Board  of  Directors 
shall  have  general  supervision  and  control  of  the  business 
and  affairs  of  the  Association  and  shall  make  all  rules  and 
regulations,  not  inconsistent  with  law,  or  with  these  Bylaws, 
for  the  management  of  the  business  and  guidance  of  the 
officers,  employees,  and  agents  of  the  Association.  They  shall 
have  installed  an  accounting  system  which  shall  be  adequate  for 
the  requirements  of  the  business,  and  it  shall  be  their  duty  to 
to  require  proper  records  to  be  kept  of  all  business 
transactions. 

Par.  26.  EMPLOYMENT  OF  MANAGER.  The  Board  of 
Directors  shall  have  the  power  to  employ  and  dismiss  or  to 
authorize  the  employment  and  dismissal  of  a  manager  and 
such  other  employees  as  may  be  deemed  necessary,  and  to  fix 
their  compensation.  The  manager  shall  have  charge  of  the 
business  of  the  Association  under  the  direction  of  the  Board  of 
Directors.  No  director  shall  serve  as  manager,  unless 


unanimously  approved  by  the  Board  of  Directors. 

Par.  27.  BONDS  AND  INSURANCE.  The  Board  of  Directors 
shall  require  the  manager  and  all  other  officers,  agents,  and 
employees  charged  by  the  Association  with  responsibility  for 
the  custody  of  any  of  its  funds  or  negotiable  instruments  to 
give  adequate  bonds.'  Such  bonds  shall  be  furnished  by  a 
responsible  bonding  company  and  approved  by  the  Board  of 
Directors,  and  the  cost  thereof  shall  be  paid  by  the  Association. 
The  Board  of  Directors  shall  provide  adequate  insurance 
covering  loss  of,  or  damage  to,  the  property  of  the  Association 
and  property  in  its  possess, on  and  custody  for  which  it  is 
liable,  by  fire,  tornado,  or  windstorm,  and  explosion  and  in 
addition,  insurance  covering  liability  for  accidents  to  all 
employees  and  the  public. 

Par.  28.  MEMBERSHIP  AGREEMENTS.  The  Board  of  Directors 
shall  prescribe  and  adopt  the  form  of  Membership  Agreements 
of  the  Association  with  its  members.  Such  agreement  shall  be 
consistent  with  the  Articles  of  Association  and  with  these 
Bylaws.  The  Board  of  Directors  shall  have  the  power  to  carry 
out  such  Membership  Agreements  in  every  way  advantageous 
to  the  Association,  representing  the  members  collectively. 
A  separate  Membership  Agreement  may  be  adopted,  at  the 
discretion  of  the  Board  of  Directors,  for  each  activity  in  which 
the  Association  may  engage. 

Par.  29.  DEPOSITORY.  The  Board  of  Directors  shall  have  the 
power  to  select  one  or  more  banks  to  act  as  depositories  of  the 
funds  of  the  Association  and  to  determine  the  manner  of 
receiving,  depositing,  and  disbursing  of  funds  of  the  Association 
and  the  form  of  checks  and  the  person  or  persons  by  whom 
same  shall  be  signed,  with  the  power  to  change  such  banks 
and  the  person  or  persons  signing  such  checks  and  the  form 
thereof  at  will. 

Par.  30.  BORROWING  MONEY.  The  officers  of  the  Association, 
who  are  authorized  to  do  so  by  the  Board  of  Directors  of  the 
Association,  may  borrow  money,  for  and  on  behalf  of  the 
Association  for  any  Association  purposes,  on  open  account  or 
otherwise,  with  or  without  security,  in  such  amounts  and  upon 
such  terms  and  conditions  as  may  from  time  to  time  appear 
advisable,  subject  to  any  legal  requirements  applicable  thereto. 

Par.  31.  INVESTMENTS.  The  Board  of  Directors  shall  have  the 
right  and  power  to  invest  any  funds  of  the  Association,  not 
needed  in  the  operations  of  the  business,  including  reserve 
funds,  in  bonds  or  in  such  other  property  as  it  may  deem 
advisable. 

Par.  32.  GFNFRAL  POWERS  OF  BOARD  OF  DIRECTORS. 
The  Board  of  Directors  of  the  Association  has  the  power  and 
authority  consistent  with  Law,  the  Articles  of  Association, 
and  these  Bylaws,  to  provide  for  the  carrying  out  of  the 
contracts  and  agreements  of  the  Association  and  to  authorize 
officers  thereof  to  enter  into  contracts  and  agreements  on 
behalf  of  the  Association  and  to  authorize  any  and  all  acts 
that  are  deemed  conducive  to  furthering  the  purposes  for 
which  the  Association  is  formed;  except  that  the  Board  of 
Directors  shall  not  have  authority  to  sell  and  convey  the  real 
property,  machinery,  or  equipment  of  the  Association  without 
being  authorized  by  a  meeting  of  members  in  good  standing, 
unless  such  conveyance  is  for  the  purpose  of  securing  an 
indebtedness  or  the  sale  is  of  machinery  or  equipment  not 
used  in  the  operations  of  the  business,  or  is  made  for 
replacement  purposes. 


ARTICLE  EIGHT:  OFFICERS 

Par.  33.  OFFICERS  AND  QUALIFICATIONS.  The  officers  of 
the  Association  shall  be  a  President  and  a  Vice  President, 
each  of  whom  shall  be  a  member  of  the  Board  of  Directors; 
a  Secretary-Treasurer,  or  a  Secretary  and  a  Treasurer,  who  may 
or  may  not  be  directors  or  members  of  the  Association; 
and  such  other  officers  as  the  Board  of  Directors  deems 
necessary. 

Par.  34.  ELECTION  AND  TERM  OF  OFFICE.  All  officers  shall 
be  elected  by  the  Board  of  Directors  for  a  term  not  extending 
beyond  the  first  regular  meeting  of  the  Board  of  Directors 
following  the  next  annual  meeting  of  the  members,  unless 
sooner  removed  by  death,  resignation,  or  as  provided  in 
Paragraph  35  of  this  Article,  and  shall  hold  office  until  their 
successors  have  been  elected  and  qualified. 

Par.  35.  REMOVAL  OF  OFFICERS.  The  suspension  of  voting 
rights  of  any  officer,  required  under  these  Bylaws  to  be  a 
director,  shall  also  remove  such  officer  from  office.  The  Board 
of  Directors,  with  or  without  cause,  may  remove  any  officer 
by  a  majority  vote  at  any  meeting  of  the  Board;  and  the 
members  may  remove  any  officer  in  the  same  manner  as 
directors  may  be  removed,  as  provided  in  Paragraph  22  of 
ARTICLE  SIX  hereof. 

ARTICLE  NINE:  DUTIES  OF  OFFICERS 

Par.  36.  DUTIES  OF  PRESIDENT.  The  President  shall  preside 
over  all  meetings  of  the  members  and  of  the  Board  of  Directors; 
call  special  meetings  of  the  Board  of  Directors;  perform  all 
acts  and  duties  usually  performed  by  an  executive  and  presiding 
officer;  serve  as  an  ex-officio  member  of  all  committees  of 
the  Association;  sign  all  stock  certificates  and  such  other 
documents  and  papers  as  he  may  be  authorized  to  sign  by 
the  Board  of  Directors;  provided,  the  Board  of  Directors  may 
authorize  any  person  to  sign  any  or  all  checks,  contracts,  and 
other  instruments,  in  writing,  on  behalf  of  the  Association. 
The  President  shall  perform  such  other  duties  as  may  be 
prescribed  by  the  Board  of  Directors. 

Par.  37.  DUTIES  OF  VICE  PRESIDENT.  In  the  absence  or 
disability  of  the  President,  the  Vice  President  shall  perform  the 
duties  of  the  President;  provided,  however,  that  in  case  of 
death,  resignation,  disqualification,  or  disability  of  the  President, 
the  Board  of  Directors  may  declare  the  office  vacant  and  elect 
his  successor. 

Par.  38.  DUTIES  OF  SECRETARY-TREASURER.  The  Secretary- 
Treasurer  shall  keep,  or  have  kept,  a  complete  record  of  all 
meetings  of  the  members  and  of  the  Board  of  Directors. 
He  shall  have  general  charge  and  supervision  of  the  books  and 
records  of  the  Association,  and  shall  perform  such  duties, 
with  respect  to  the  finances  of  the  Association,  as  may  be 
prescribed  by  the  Board  of  Directors.  He  shall  sign  all 
membership  and  patronage  certificates  and  such  other  papers 
pertaining  to  the  Association  as  he  may  be  authorized  or 
directed  to  do  by  the  Board  of  Directors.  He  shall  serve 
notices  required  by  law  and  by  these  Bylaws  and  shall  make  a 
full  report  of  all  matters  and  business  pertaining  to  his  office 
to  the  members  at  the  annual  meeting.  He  shall  provide  for 
keeping  of  proper  membership  and  patron  records,  showing  the 
name  of  each  member  and  patron  of  the  Association,  and  the 
number  of  his  membership  certificate  and  patronage  certificate, 


and  date  of  issuance,  surrender,  cancellation,  or  forfeiture 
thereof.  He  shall  keep  the  corporate  seal  and  affix  said  seal 
to  all  papers  requiring  seal.  He  shall  make  all  reports  required 
by  law,  and  shall  perform  such  other  duties  as  may  be  required 
of  him  by  the  Association  or  its  directors.  Upon  the  election 
of  his  successor,  the  Secretary-Treasurer  shall  turn  over  to  him 
all  books  and  other  property  belonging  to  the  Association  that 
he  may  have  in  his  possession.  If  the  offices  of  Secretary  and 
Treasurer  are  held  by  different  persons,  the  Board  shall 
prescribe  the  duties  and  responsibilities  of  each. 

Par.  39.  DUTIES  OF  OTHER  OFFICERS.  Any  other  officers 
elected  to  offices  created  by  the  Board  of  Directors  shall 
perform  such  duties  with  respect  to  such  offices  as  may  be 
prescribed  by  the  Board  of  Directors. 

ARTICLE  TEN:  AUDITS  AND  DISTRIBUTION  OF  SAVINGS 

Par.  40.  AUDITS.  As  soon  as  practicable  after  the  close  of 
each  season,  the  Board  of  Directors  shall  have  a  complete  audit 
made  of  the  books  and  accounts  of  the  Association  by  a 
competent  and  disinterested  certified  public  accountant  or 
accountants,  who  shall  render  a  report  in  writing  thereon, 
which  report  shall  be  submitted  to  the  members  at  their  annual 
meeting.  Such  report  shall  show  separately  the  net  savings 
from  any  activity,  or  business,  of  the  Association  designated 
by  the  Board  of  Directors,  after  all  salaries,  taxes,  licenses, 
insurance  and  bond  premiums,  interest,  depreciation,  repairs 
necessary  and  incidental  to  restore  the  physical  properties  to 
reasonable  operating  condition,  reserves  for  doubtful  accounts, 
and  all  other  operating  and  maintenance  costs  and  expenses 
have  been  paid  or  provided  for  to  the  close  of  the  fiscal  year, 
and  after  they  have  been  equitably  apportioned  among  the 
activities  of  the  Association.  If  in  any  tax  year,  a  loss  occurs  in 
any  allocation  unit  of  any  function,  such  loss  may  not  be  met 
by  gains  arising  from  other  activities  of  the  Association. 
On  the  other  hand,  if  in  any  subsequent  tax  year  there  is  a 
gain  in  the  allocation  unit  in  which  the  loss  occurred,  the  loss 
may  be  wiped  out  or  at  least  reduced  by  applying  the  gains 
in  that  allocation  unit  in  one  or  more  tax  years  in  computing 
its  income  taxes.  Said  loss  may  also  be  reduced  or  wiped  out 
by  any  other  means  satisfactory  to  the  Internal  Revenue  Service. 
Carry-forwards  and  carry-overs  may  be  made  in  computing 
the  Income  Taxes  of  this  Association,  and  for  all  other 
accounting  purposes,  all  as  was  determined  by  the  Board  of 
Directors. 

Par.  41.  OBLIGATION  TO  ACCOUNT.  To  assure  that  the 
Association  shall  at  all  times  be  operated  on  a  cooperative 
service-at-cost  basis  for  the  benefit  of  its  members  and  patrons, 
the  Association  is  hereby  obligated  to  allocate  the  net  savings 
on  a  patronage  basis  and  to  pay  and  distribute  to  its  patrons, 
members  and  nonmembers  alike,  in  the  form  of  written 
notices  of  allocation,  which  may  be  designated  "certificates  of 
equity,"  or  in  the  form  of  cash  or  in  some  or  all  of  these 
ways,  all  as  determined  by  the  Board  of  Directors,  the  net 
savings  allocated  to  each  patron  on  account  of  the  business  of 
the  Association  in  each  fiscal  year. 

Par.  42.  Interest  on  written  notices  of  allocation  may  be  paid 
as  authorized  by  the  Board  of  Directors,  if  the  Board  of 
Directors  determines  net  savings,  during  the  current  fiscal  year, 
are  sufficient.  Interest  may  be  paid  only  on  such  designated 
types  of  written  notices  of  allocation,  as  determined,  each 
fiscal  year,  by  the  Board  of  Directors. 


Appendix  F 

DRIER  DIVISION  MEMBERSHIP  DOCUMENTS 


Par.  43.  Each  person  who  hereafter  applies  for  and  is 
accepted  to  membership  in  this  Association  and  each  member 
of  this  Association  on  the  effective  date  of  these  Bylaws, 
who  continues  as  a  member  after  such  date,  shall,  by  such  act 
alone,  consent  that  the  amount  of  any  distributions  with  respect 
to  his  patronage  occurring  after  July  31,  1963,  which  are  made 
in  written  notices  of  allocation  (as  defined  in  26  U.S.C.  1388)  and 
which  are  received  by  him  from  the  Association,  will  be 
taken  into  account  by  him  at  their  stated  dollar  amounts  in 
the  manner  provided  in  26  U.S.C.  1385  (a)  in  the  taxable  year  in 
which  such  written  notices  of  allocation  are  received  by  him. 

Par.  44.  APPLICATION  OF  DIVIDENDS  TO  INDEBTEDNESS. 
Any  part  or  the  whole  of  cash  dividends  on  written  notices  of 
allocation  or  "certificates  of  equity,"  and/or  cash  patronage 
distributions  payable  to  any  member  or  patron  (other  than  cash 
patronage.  Interest  required  paid  in  compliance  with  any 
Federal  or  State  tax  law  or  regulation),  may  be  applied,  at  the 
discretion  of  the  Board  of  Directors,  as  an  offset  against  any 
indebtedness  due  and  owing  to  the  Association  from  the 
member. 

Par.  45.  REDEMPTION  OF  WRITTEN  NOTICES  OF 
ALLOCATION.  If,  at  any  time,  the  board  shall  determine  that 
the  financial  condition  of  the  Association  will  not  be 
impaired  thereby,  the  written  notices  of  allocation  then 
credited  to  patrons'  accounts  may  be  retired  in  full  or  in  part. 
Any  such  retirement  of  the  written  notices  of  allocation  shall 
be  made  in  order  of  priority  according  to  the  year  in  which 
the  written  notices  of  allocation  were  furnished  and  credited, 
the  written  notices  of  allocation  first  credited  by  the 
Association  being  first  retired.  Notwithstanding  any  other 
provision  of  these  Bylaws,  the  board,  at  its  discretion,  shall 
have  the  power  to  retire  any  written  notices  of  allocation 
credited  to  patrons'  accounts  on  such  terms  and  conditions  as 
may  be  agreed  upon  by  the  parties  in  any  instance  in  which 
the  interests  of  the  Association  and  its  patrons  are  deemed 
to  be  furthered  thereby  and  funds  are  determined  by  the 
Board  to  be  available  for  such  purposes. 

ARTICLE  TWELVE:  DISTRIBUTION  OF  ASSETS  ON 
LIQUIDATION  OR  DISSOLUTION 

Par.  46.  In  the  event  of  dissolution  or  liquidation  of  the 
Association,  any  assets  remaining  after  the  payment  of  all 
debts  shall  be  distributed  in  the  following  order  and  manner: 

Par.  47.  (1)  All  outstanding  written  notices  of  allocation  by 
whatever  name  issued  shall  be  retired  in  full. 

Par.  48.  (2)  Unexhausted  interests  of  members  and  patrons  in 
general  reserves  shall  be  retired  ratably  on  an  equitable 
patronage  basis,  as  determined  by  the  Board  of  Directors. 

Par.  49.  (3)  The  remaining  assets  shall  be  distributed  to  the 
patrons  of  the  Association  on  as  equitable  a  patronage  basis  as 
the  Board  of  Directors  finds  practicable. 

ARTICLE  THIRTEEN:  FISCAL  YEAR 

Par.  50.  The  fiscal  year  of  the  Association  shall  begin  on  the 
first  day  of  August  and  end  on  the  last  day  of  July  of  the 
following  year. 


RICELAND  FOODS  LOCAL  GRAIN  DRYING 
COOPERATIVE  DIVISIONS 

MEMBERSHIP  AGREEMENT 

(Amended  By  Board  of  Directors  August,  1974) 

Member's  name  and  address   

Member's  social  security  no.   . 

Member's  account  no.   

Indicate  below  in  what  county  or  counties  farm  is  located 


Authority  is  hereby  given  to  deduct  one  dollar  ($1.00)  from 
any  future  advance(s)  of  The  Arkansas  Rice  Growers  Cooperative 
Association  (dba  Riceland  Foods),  Riceland  Foods  Inc.,  or 
Riceland  Foods  Seed  Division,  Inc.,  for  Membership  Fee  in  this 

Grain  Drying  Cooperative. 

If  Grower  is  a  grower  of  rice  and  is  not  a  member  of 
The  Arkansas  Rice  Growers  Cooperative  Association  (dba 
Riceland  Foods),  he  should  complete  and  sign  its  Membership 
Application  and  Marketing  Agreement. 

If  Grower  is  a  grower  of  soybeans  or  grains  other  than  rice 
and  is  not  a  member  of  Riceland  Foods,  Inc.,  he  should 
complete  and  sign  its  Membership  Application  and  Marketing 
Agreement, 

If  Grower  is  using  services  of  Riceland  Foods  Seed 
Division,  Inc.,  in  purchasing  seed  rice,  seed  soybeans  or  other 
grains  for  seed  he  should  complete  and  sign  a  Membership 
Application  with  that  Association. 

This  Agreement  between  the  captioned  Grain  Drying 
Cooperative,  with  principal  place  of  business  in  the  city  shown, 
hereinafter  called  the  "Association,"  and  the  undersigned 
grower,  hereinafter  called  the  "Grower." 

Witnesseth: 

1.  The  undersigned  Grower  hereby  applies  for  membership 
in  the  Association  and  agrees  to  pay  a  One  Dollar  ($1.00) 
membership  fee.  If  payment  is  not  made  at  the  time  this 
Agreement  is  signed,  Grower  authorizes  the  Association  to 
deduct  the  same  from  any  monies  due  him.  The  Grower  enters 
into  this  Agreement  for  the  purpose  of  furthering  the 
cooperative  processing  and  marketing  of  grain,  conserving 
harvesting  costs  and  grain  losses  and  agrees  to  abide  by  all 
ruels,  regulations  and  Bylaws  of  the  Association  relative 
thereto. 

2.  The  Association  will  furnish  the  facilities  for  drying  and 
storing  rice  and  other  grains  that  the  Grower  delivers  from 
time  to  time.  The  Grower  agrees  that  he  will  abide  by  the  rules 
and  regulations  established  by  the  Board  of  Directors, 
controlling  the  deliveries  of  rice  and  other  grains  to  the 
Association's  facilities.  The  parties  recognize  that  certain 
members  of  the  Association  have  advanced  funds  for  the 
construction  or  acquisition  of  plant  facilities  of  the  Association 
now  and  hereafter  to  be  in  the  form  of  long  term  unsecured 


loans  and  in  consideration  of  such  extension  of  credit  hold 
and  have  been  granted  priority  in  the  delivering  of  crops 
specified  in  "Delivery  Privilege  Contracts"  over  members  and 
and  nonmembers  not  holding  such  contracts;  that  unless  the 
member  holds  such  a  contract,  the  Association  is  obligated  to 
accept  delivery  of  member's  crops  only  to  the  extent  that  it 
has  plant  capacity  to  handle  same  over  and  above  its 
commitments  to  members  holding  Delivery  Privilege  Contracts. 

3.  SPECIAL  PROVISION— Delivery  Debenture  Holder:  If 
Grower  holds  a  Delivery  Debenture  issued  by  the  Association, 
Part  2  of  which  constitutes  a  contract  for  special  crop  delivery 
privileges  between  the  Grower  and  the  Association  and  is 
named  "Delivery  Privilege  Contract,"  Grower  agrees  that  his 
signature  on  this  membership  agreement  constitutes  his 
acceptance  of  the  terms  of  such  Delivery  Privilege  Contract 
with  like  force  and  effect  as  if  he  had  affixed  his  signature  to 
such  contract. 

4.  The  Association  agrees  to  operate  the  facilities  in  an 
economical  and  efficient  manner,  using  due  care  and  diligence 
in  handling  any  grain  delivered  for  the  Grower. 

5.  This  Agreement  does  not  pass  title  to  any  grain  received 
by  this  Association,  but  this  Association  agrees  to  be  bound  and 
to  act  in  accordance  with  any  marketing  agreement  entered 
into  by  Grower  relative  to  the  deliveries  of  grain  of  any  kind, 
with  The  Arkansas  Rice  Growers  Cooperative  Association 
(dba  Riceland  Foods),  Riceland  Foods  Seed  Division,  Inc.,  or 
with  Riceland  Foods,  Inc.,  or  with  written  instructions  of 
Grower  regarding  delivery  of  any  grain  of  any  kind  received 
from  Grower. 

6.  The  Association  may  mix  and  mingle  the  grain  delivered 
by  the  Grower  with  grain  of  like  grade,  variety,  and  quality 
delivered  by  other  growers. 

7.  For  services  rendered,  and  to  be  rendered  hereunder,  the 
Grower  agrees  to  pay  a  sum  sufficient  to  cover  the  operating 
and  maintenance  costs  and  expenses  of  the  Association, 
including,  but  not  by  way  of  limitations,  depreciation,  reserves, 
insurance,  dividends  on  written  notices  of  allocation,  taxes, 
interest,  and  any  other  operating  and  maintenance  costs  and 
expenses  of  any  character,  plus  a  reasonable  amount  for  capital 
for  the  Association,  including  capital  as  provided  in  the  Bylaws 
of  the  Association  as  determined  by  the  Board  of  Directors. 

It  is  agreed  that  all  amounts  over  and  above  those  sums 
required  for  operating  and  maintenance  costs  and  expenses  are 
paid  and  received  as  capital,  and  the  Association  is  hereby 
obligated  to  allocate  said  capital  among  the  Growers  in  the 
same  manner  as  that  provided  in  the  Bylaws  for  the  allocation 
of  savings. 

8.  The  Association  agrees  to  maintain  adequate  records  so 
that  the  results  from  each  of  its  activities  may  be  ascertained  at 
any  time  and  so  that  the  financial  interest  in  the  equities  or 
investment  in  the  Association  of  the  Grower  may  be  known  at 
any  time. 

9.  All  the  charges  due  the  Association  for  its  services  in 
drying,  storing,  or  handling  member's  rice  delivered  by  this 
Association  to  The  Arkansas  Rice  Growers  Cooperative 
Association  (dba  Riceland  Foods)  shall  be  paid  by  that 
Association  for  the  account  of  each  grower  for  which  that 
Association  is  acting,  and  become  a  first  lien  against  the  rice; 
and  all  like  charges  against  soybeans,  or  any  other  grain 


delivered  by  this  Association  to  Riceland  Foods,  Inc.,  shall  be 
paid  by  that  Corporation  for  the  account  of  each  Grower  for 
which  that  Corporation  is  acting,  and  become  a  first  lien 
against  the  soybeans  or  other  grain.  Also,  all  like  charges 
against  rice,  sovbeans  or  other  grains  delivered  by  this 
Association  to  Riceland  Foods  Seed  Division,  Inc.,  shall  be  paid 
by  that  corporation  for  the  account  of  each  Grower  for  which 
that  corporation  is  acting  and  become  a  first  lien  against  the 
rice,  soybeans  and  other  grains. 

10.  All  charges  on  rice,  or  any  other  grain,  not  delivered  to 
The  Arkansas  Rice  Growers  Cooperative  Association  (dba 
Riceland  Foods)  or  to  Riceland  Foods,  Inc.,  shall  be  paid  to  this 
Association  upon  completion  of  services  rendered. 

11.  This  Agreement  is  one  of  a  series,  generally  similar  in 
terms,  comprising  with  all  such  Agreements,  signed  by 
individual  Growers,  or  otherwise,  one  single  Contract  between 
the  Association  and  the  said  Growers,  mutually  and  individually 
obligated  under  all  the  terms  thereof.  The  Association  shall  be 
deemed  to  be  acting  in  its  own  name,  for  all  such  Growers, 

in  any  action  or  legal  proceedings  arising  out  of  this 
Agreement. 

12.  This  Agreement  shall  continue  in  force  from  year  to  year 
(the  Association's  fiscal  year)  unless  canceled  in  writing  by  the 
member  or  the  Association  prior  to  August  1  of  any  year. 

If  a  member  becomes  a  non-producer  of  farm  products  or  fails 
to  patronize  the  Association  in  any  year,  such  action  shall 
automatically  suspend  all  voting  privileges  of  the  member  and 
all  membership  privileges  hereunder,  all  in  accordance  with 
this  Agreement  and  the  Articles  of  Association  and  Bylaws  of 
this  Association. 

13.  If  this  Agreement  be  suspended  because  of  failure  to 
patronize  the  Association  and  if  the  Grower  resumes  patronage 
of  the  Association  within  two  years  following  suspension  it 
shall  be  conclusively  presumed  that  such  resumption  of 
patronage  is  under  the  provisions  of  this  Agreement  unless  the 
Association  requries  the  execution  of  a  new  Agreement. 

14.  The  parties  agree  that  there  are  no  oral  or  other 
conditions,  promises,  covenants,  representations  or  inducements 
in  addition  to  or  at  variance  with  any  of  the  terms  hereof, 
and  that  this  Agreement  represents  the  voluntary  and  clear 
understanding  of  the  parties  hereto  fully  and  completely. 

The  undersigned  Grower  states  that  he  understands  and 
agrees  to  perform  all  of  the  obligations  of  the  Bylaws, 
Membership  Agreement  and  Articles  of  Association. 

END  OF  MEMBERSHIP  AGREEMENT 
Date  Signed   

Grower  or  applicant  sign  here   

(You  must  sign  here.) 

DO  NOT  sign  as  "father  and  son,"  "brother,"  or  as 
"partners,''  unless  it  is  a  business  partnership  in  every  respect, 
then  each  partner  must  sign.  Corporations  may  be  members. 
The  signature  of  an  officer  and  his  title  is  required. 

Date  accepted  and  approved  by  board   

The  Association's  acceptance  of  this  agreement  will  be 
evidenced  by  the  issuance  to  Grower  of  Grower's  membership 
certificate  in  the  Association. 


124        CERTIFICATE  OF  MEMBERSHIP 

(LOCAL  DRIER  DIVISION),  a  farmers  service  Association, 
issues  this  Certificate  to: 

Issued  to   . 

Date  of  issue   

This  is  to  certify  that  the  above  named  person,  firm,  or 
corporation  having  duly  applied  for  membership  in  such 
Association  and  having  been  accepted  as  a  member  by  the 
Board  of  Directors,  and  having  read  the  Bylaws  and  Membership 
Agreement  of  the  Association,  to  full  compliance  with  which 
he  hereby  agrees,  and  having  paid  the  membership  fee  of 
One  Dollar  and  00/100  ($1.00)  is  hereby  declared  and 
recognized  by  the  Association  to  be  a  member  thereof  and  in 
evidence  thereof  this  certificate  is  duly  issued. 

In  accepting  delivery  of  this  Certificate,  said  member 
especially  agrees  to  that  provision  of  the  Articles  of 
Association,  which  reads  as  follows: 

The  voting  rights  of  members  of  the  Association  shall  be 
equal  and  each  member  shall  have  one  vote  only  upon  each 
matter  submitted  to  vote  at  any  meeting  of  the  members. 
No  person  whose  membership  may  be  canceled  or  suspended 
because  of  failure  to  patronize  the  Association  or  for  any  other 
cause  which  may  be  provided  in  the  Bylaws  shall  have  any 
vote  in  the  affairs  of  the  Association, 

and  such  member  further  agrees  to  be  bound  by  all  other 
provisions  of  the  Articles  of  Association,  by  the  Bylaws  and  by 
the  provision  of  his  Membership  Agreement  or  Agreements  with 
the  Association,  all  as  the  same  may  presently  exist,  or  as  the 
same  may  hereafter  be  lawfully  amended  by  the  membership 
and  by  the  Board  of  Directors  of  the  Association. 

This  certificate  may  be  held  only  by  a  qualified  producer  of 
farm  products  as  defined  in  the  law  under  which  this 
Association  exists.  This  certificate  is  not  assignable  and  not 
transferable  and  this  certificate  and  the  membership  rights  of 
the  member  to  which  it  is  issued  are  subject  to  suspension  or 
cancellation  as  provided  in  the  Articles  of  Association  and  in 
the  Bylaws  of  this  Association. 

In  certification  of  the  issuance  of  this  certificate  the 
president  or  vice  president  and  secretary  of  the  Association 
have  hereto  affixed  their  signatures. 


Secretary 


President 


Date  interest  begins    Note  no. 


DELIVERY  DEBENTURE 

(Drier  Division) 

Executed  in  two  parts  by  the  above  named  Association, 
herein  called  the  "Association" 

with  

Acct.  Date  of 

Series  Number  Issue  Amount 

Address  all  communications  to  the  undersigned  Assocation  at 
P.O.  Box  927,  Stuttgart,  Arkansas  72160,  herein  called  in  Part  I 
"the  Payee,"  and  in  Part  II,  the  Member." 

PART  I:  REGISTERED  NOTE 

For  value  received  the  Association  promises  to  pay  fifteen  (15) 
years  from  July  31  next  following  the  date  of  this  note  to  the 
Payee,  or  to  Payee's  order,  the  amount  of  dollars  as  shown 
above,  with  interest  thereon  at  the  rate  of  6%  per  annum, 
interest  payable  annually  on  July  31st  of  each  year  hereafter 
until  this  note  be  paid. 

The  Association  and  endorsers  hereby  severally  waive  notice, 
demand,  and  presentment  and  consent  that  time  for  payment 
may  be  extended  without  notice. 

If  this  obligation  after  default  is  placed  in  the  hands  of  an 
attorney  for  collection,  the  maker  and  endorsers  agree  to  pay 
the  holder  hereof  reasonable  attorney's  fee  not  exceeding  10% 
of  the  unpaid  principal  plus  all  accrued  interest. 

This  Note  is  one  of  a  series  of  like  notes  issued  by  the 
Association  and  is  freely  transferable  and  negotiable,  but  only 
on  the  records  of  the  Association;  any  attempt  to  transfer  not 
recorded  on  the  books  of  the  Association  shall  not  be  binding 
on  the  Association.  Every  negotiation  of  this  note  shall  be  in 
writing  under  the  hand  of  the  then  registered  holder  or  his 
legal  representative.  The  Association  shall  be  entitled  to 
reasonable  evidence  of  identity  of  the  holder. 

No  transfer  of  this  note  will  be  registered  during  any 
thirty  day  period  preceding  the  date  on  which  interest  is  to  be 
paid  by  the  Association. 

This  Note  shall  be  prepayab'e  at  the  option  of  the  Association 
at  any  time  if  the  Delivery  Contract  set  forth  in  Part  II  of  this 
document  is  canceled  or  terminates  for  any  reason. 

The  Association  may  rely  at  all  times  entirely  on  its  register 
as  to  the  lawful  holder  of  this  note  and  as  to  the  proper  party 
to  whom  principal  or  interest  shall  be  paid,  and  on  the 
maturity  of  this  note,  it  shall  be  presented  to  the  Association 
for  payment  at  the  offices  of  Rice'and  Foods,  Stuttgart,  Arkansas; 
and  it  shall  not  bear  interest  after  maturity. 

In  certification  of  the  issuance  of  this  Note,  the  signature  of 
an  authorized  officer  of  the  above  shown  Association  is  hereto 
affixed. 


Authorized  Signature 


PART  II:  DELIVERY  PRIVILEGE  CONTRACT 


CERTIFICATE  OF  EQUITY 


Delivery  privileges  for        No.  of  acres        Amount  per  acre 

If,  on  the  date  of  the  promissory  note  set  forth  in  Part  I 
hereof,  the  Lender  and  Payee  named  in  said  note  be  a  member 

in  good  standing  of  the  Association  then,  in  the  nature  of 
security  for  the  payment  hereof,  the  Association  hereby 
agrees  that: 

So  long  as  the  member  remains  an  active  producer  of  farm 
products  and  an  active  qualified  member  in  good  standing  of 
the  Association,  the  member  shall  have  a  prior  right  over 
members  not  a  partv  to  a  like  delivery  contract  and  over 
nonmembers  to  deliver  such  farm  products  to  the  Association 
as  are  specified  above,  subject  to  the  following  minimums: 

(1)  If  rice  and  soybeans  be  specified:  Not  less  than  30 
bushels  of  soybeans  or  sixty  bushels  (green  weight)  of  rice 
per  acre,  or  both,  but  no  delivery  privileges  for  milo; 

(2)  If  soybeans  be  specified:  Not  less  than  30  bushels  of 
soybeans  per  acre,  but  no  rice  or  milo; 

(3)  If  only  rice  be  specified:  Not  less  than  60  bushels 
(green  weight)  of  rice  per  acre,  but  no  soybeans  or  milo; 

(4)  If  only  milo  be  specified:  Not  less  than  2,500  pounds 
(44  bushels)  per  acre,  but  no  soybeans  or  rice; 

(5)  If  grain  other  than  those  named  above  be  specified  by  the 
Association,  then  to  the  extent  and  on  the  basis  specified  for 
such  grain  as  listed  below,  or  as  may  be  listed  on  a 
Supplemental  Agreement  to  be  attached  hereto; 

or  such  additional  amounts  of  each  crop  as  the  Board  of 
Directors  may  prescribe  each  season. 

All  or  a  portion  of  the  delivery  privileges  provided  in  this 
contract  may  be  assigned  to  any  other  active  qualified  member 
of  the  Association  on  a  one  crop  year  basis,  but,  only  with 
the  approval  of  the  Board  of  Directors  of  the  Association; 
otherwise  the  delivery  privileges  may  be  assigned  only  with  a 
negotiation  of  the  note  constituting  Part  I  hereof  to  another 
active  qualified  member  of  the  Association,  and  then  only  with 
the  approval  of  the  Board  of  Directors  of  the  Association. 

If  the  member  holding  this  agreement  shall  for  any  reason 
cease  to  be  a  producer  of  farm  products,  or  he  shall  have  his 
membership  canceled  for  any  of  the  causes  set  forth  in 
Article  4,  Paragraph  8,  of  the  Association's  Bylaws,  or  shall 
cease  to  be  an  eligible  qualified  member  of  the  Association  for 
a  period  of  three  crop  years,  the  Association  shall  have  the 
right  to  cancel  this  contract. 

The  Association  in  executing  the  note  constituting  Part  I 
hereof  acknowledges  itself  bound  hereby  as  though  signed  here 
by  its  duly  authorized  officer.  The  member  has  agreed  in  his 
membership  agreement  that  his  signature  to  such  membership 
agreement  constitutes  his  signature  to  this  instrument  and 
member's  acceptance  of  delivery  hereof  constitutes  ratification 
of  such  provision  in  the  membership  agreement. 


Address  all  communications  to  Ourselves  at  P.O.  Box  927, 
Stuttgart,  Arkansas 

Issued  by   

Issued  to   

Fiscal  year  ending  and  date  of  issue   

Amount  in  dollars  and  cents   

This  certifies  that  the  above  named  Cooperative  is  indebted 
to  the  above  named  person  for  funds  retained  for  capital 
purposes  from  net  savings  for  the  fiscal  year  shown  above, 
which  is  in  accordance  with  Article  10,  of  its  bylaws,  subject  to 
the  following  conditions: 

1.  This  equity  certificate  is  redeemable  and  is  retirable  in  the 
sole  discretion  of  the  board  of  directors,  either  fully  or  on  a 
pro-rata  basis,  but  insofar  as  possible  equity  certificates  shall  be 
retired  on  an  annual  basis  in  the  order  of  their  issuance, 

as  provided  in  Article  11  of  the  bylaws. 

2.  The  amount  stated  in  the  certificate  shall  draw  a  dividend 
at  not  to  exceed  four  per  cent  per  annum  if  earned  and 
declared  by  the  board  of  directors. 

3.  All  transfers  shall  be  made  on  the  books  of  the  Association 
only  on  surrender  of  this  certificate  by  the  holder  thereof, 

or  by  attorney  properly  authorized.  The  Association  shall  have 
a  lien  on  all  certificates  of  equity,  and  on  any  dividends 
declared  thereon,  for  all  indebtedness  of  the  holder  thereof 
to  the  Association. 

4.  This  and  other  certificates  of  equity  shall  be  junior  and 
subordinate  to  all  other  debts  of  the  Association,  both  secured 
and  unsecured.  Upon  the  winding  up  or  liquidation  of  the 
Association  in  any  manner,  this  and  all  certificates  of  equity 
shall  be  retired  as  provided  in  Article  12  of  the  bylaws  of  the 
Association. 

Witness  the  Seal  of  this  Corporation  and  the  signatures  of  its 
President  or  Vice  President  and  Secretary. 

SEAL 


Secretary 


President 
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For  copies  write  Farmer  Cooperative  Service,  U.S.  Department  of  Agriculture, 
Washington,  D.C.  20250. 


Farmer  Cooperative  Service  provides  research,  management,  and  educational  assistance  to 
cooperatives  to  strengthen  the  economic  position  of  farmers  and  other  rural  residents.  It 
works  directly  with  cooperative  leaders  and  Federal  and  State  agencies  to  improve  orga- 
nization, leadership,  and  operation  of  cooperatives  and  to  give  guidance  to  further  develop- 
ment. 

The  Service  (1)  helps  farmers  and  other  rural  residents  obtain  supplies  and  services  at  lower 
cost  and  to  get  better  prices  for  products  they  sell;  (2)  advises  rural  residents  on  developing 
existing  resources  through  cooperative  action  to  enhance  rural  living;  (3)  helps  cooperatives 
improve  services  and  operating  efficiency;  (4)  informs  members,  directors,  employees,  and 
the  public  on  how  cooperatives  work  and  benefit  their  members  and  their  communities;  and 
(5)  encourages  international  cooperative  programs. 

The  Service  publishes  research  and  educational  materials  and  issues  News  for  Farmer  Cooper- 
atives. All  programs  and  activities  are  conducted  on  a  nondiscriminatory  basis,  without  regard 
to  race,  creed,  color,  sex,  or  national  origin. 
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